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438, By Mr, WELCH: S=nate Joint Resolu-
tion 14 of the California Legislature, relative
to memorializing Congress to enact House
bill 2347, Seventy-ninth Congress, first ses-
sion, relating to guayule rubber; to the Com-
mittee on Agriculture.

439. By the EPEARER: Petition of John L.
May, of Milwaukee, Wis., and 120 signers, pe-
titioning consideration of their resolution
with reference to the necessity of an inves-
tigation of the Veterans’ Administration fa-
cility at Wood, Wis; to the Committee on
World War Veterans' Legislation.

440. By Mr., LESINSKI: Petition of the
Ecorse Junior Chamber of Commerce signed
by its officers and directors with reference to
giving priority to veterans in handling, re-
conditioning, and the disposal of all war sur-
plus goods; to the Committee on World War
Veterans' Legislation.

SENATE
Trurspay, Aprir 26, 1945

(Legistative day of Monday, April 16,
1945)

The Senate met at 12 o’clock meridian,
on the expiration of the recess,

Rev. W. H. T. Squiers, D. D., pastor,
Ingleside Presbyterian Church, Norfclk,
Va., offered the following prayer.

“We praise Thee, O God;
We acknowledge Thee to be the Lord;
All the earth doth worship Thee,
The Father Everlasting.”

As Thy servants assemble this day to
lead and protect the people of our coun-
try, we pray that divine wisdom may be
vouchsafed them.

Guide Thy people, O Lord, and protect
Thine heritage.

Bless all those on land and sea and in
the air who are fighting the battles for
righteousness, equity, and peace. Use
them as good soldiers of Jesus Christ to
bring speedy and conclusive victory,
that, after the agony of 6 long years of
bloodshead, an era of peace and of jus-
tice, of truth and of civic righteousness,
may be the portion of all nations on this
earth, including those who make war
against us.

May the Holy Spirit guide those who
have gathered from many nations to the
great city of the West that they may
explore and find a way to universal
peace, harmony, and international good
will for all future years.

We pray Thy blessing upon Thy serv-
ant, the President of the United States.
Bring to his heart and hand wisdom and
strength to guide the people of America
according to the dictates of justice and
of mercy.

And bless the Senate of these United
States, preside over them with Thy Holy
Spirit, guide and direct them in their
deliberations and labors this day and
every day.

All this we ask, with the forgiveness of
our sins, through Jesus Christ our Lord
and King, to whom be glory both now
and forever, world without end. Amen.

THE JOURNAL
On request of Mr. HiLr, and by unani-

mous consent, the reading of the Journal
of the proceedings of the calendar day
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Wednesday, April 25, 1945, was dispensed
with, and the Journal was approved.

MESSAGE FROM THE HOUSE

A message from the House of Repre-
sentatives, by Mr. Maurer, one of its
reading clerks, announced that the House
had passed the bill (S. 906) granting a
franking privilese to Anna Eleanor
Roosevelt, with an amendment in which
it requested the concurrence of thi
Senate. :

EXECUTIVE COMMUNICATIONS, ETC.

The PRESIDENT pro tempore laid be-
fore the Senate the following letters,
which were referred as indicated:

PezsoNNEL oF THE LAND FORCES

A letter from the Secretary of War, trans-
mitting, pursuant to law, a confidential re-
port of the number of men in active train-
ing and service in the land forces on Febru-
ary 28, 1945, under section 3 (b) of the Se-
lective Training and Service Act of 1840: to
the Committee on Military Affairs.

REPORT ON DISPOSAL OF GOVERNMENT-OWNED
SurpLus MacHINE Toovrs, ETcC.

A letter from the Attorney General, trans-
mitting, pursuant to section 205 of Public
Law 458, Seventy-eighth Congress, known as
the War Mobilization and Reconversion Act
of 1944, his third report dealing particularly
with the problems involved in the disposal
of Government-owned surplus machine tools
and with the over-all problem of the general
program to be followed in the disposal of
surplus plants (with an accompanying re-
port); to the Committee on Finance. .

SUSPENSION OF DEPORTATION OF ALIENS

A letter from the Attorney General, trans-
mitting, pursuant to law, a report stating all
of the facts and pertinent provisions of law
in the cases of 348 individuals whose depor-
tation has been suspended for more than 6
months under the authority vested in the
Attorney General together with a statement
of the reason for such suspension (with ac-
companying papers); to the Committee on
Immigration.

SAFEGUARD OF ESTATES OF VETERANS

A letter from the Administrator of Vet-
erans' Affairs, transmitting a draft of pro-
posed legislation to amend section 3 of the
act approved August 12, 1935, entitled “An
act to safeguard the estates of veterans de-
rived from payments of pension, compensa-
tion, emergency officers’ retirement pay and
insurance, and for other purposes,” as
amended, and for other purposes (with an
accompanying paper); to the Committee on
Finance.

LAND FOR ADDITIONAL STORAGE SPACE IN THE
PENSACOLA RESERVOIR, GRAND RIVER DaM
PROJECT, OELAHOMA
A letter from the Acting Secretary of the

Interior, transmitting a draft of proposed

legislation to authorize the use of certain

lands of the United States for flowage in
connection with providing additional stor-
age space in the Pensacola Reservoir of the

Grand River Dam project in Oklahoma, and

for other purposes (with an accompanying

paper); to the Committee on Indian Affairs.
PERSONNEL REQUIREMENTS

A letter from the chairman of the War Pro-
duction Board, transmitting, pursuant to law,
a revised estimate of personnel requirements
for that Board for the quarter ending June
30, 1945 (with an accompanying paper); to
the Committee on Civil Service.

PETITIONS AND MEMORIALS

Petitions, ete., were presented, and re-
ferred as indicated:
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By Mr. LA FOLLETTE:

A joint resolution of the Legislature of the
State of Wisconsin, ordered to lie on the
table:

“Senate Joint Resolution 42

“Joint resolution memorializing the Con-
gress of the United States, the War Mo-
bilization Director, and Maj. Gen. Lewis
B. Hershey, Director of Sslective Service,
to reconsider the proposed plans to draft
all skilled farm help and skilled workers
processing dairy products for the military
service.

“Whereas the President, the War Mobiliza-
tion Director, and Maj. Gen. Lewis B. Hershey
have recently reguested that approzimately
one-half of the 384,000 deferred farm work-
ers of the country between the ages of 18 and
28 be inducted into the military service by
July 1 in spite of the provisions of the
Tydings amendment of October 1842; and

“Whereas it is realized that in the present
critical war situation people in agriculture
and skilled workers processing dairy preducts
are not exempt from military service; and

“Whereas it must be urged that there must
be a selection and reexamination of those
who may be escaping their wartime duty
and a deferment of those who are truly es-
sential to agricultural production and to thea
processing of dairy products; and

“Whereas it is further deemed essential
and desirable that operation, function, and
selection under the Tydings amendment be
continued so that the local boards will be
given the power to determine the standards
for essentiality on a farm or in a dairy
processing plant rather than apply an arbi-
trary standard of deferment with inelastic
and consequent hardships under the pro-
posed program of conscription; and

“Whereas with an intelligent understand-
ing of the agricultural problem, the neces-
sity of supplying an adeguate labor pool. the
avoldance of a food famine, the farmers of
this State and of the country safe for democ-
racy in the American and cooperative way
of life; and

“Whereas the farmers and skilled waorkers
processing dairy products in Wisconsin
have performed magnificent miracles of pro-
duction with less help and farm machinery
and only with the inspired ald of grand-
father and the womenfolk and children; and

“Whereas Wisconsin is the leading dairy
State and holds top rank In many foods de-
sired by the Quartermaster Corps, and a
substantial number of the deferred farm
cases are located within the State, the pres-
ent critical labor shortage is intensified to
one of existence or departure from the farm,
with an aggravation of present food short-
ages; and -

“Whereas the dairyman must have experi-
enced, skilled, year-round labor, and other
labor available at the right time for har-
vesting or processing and cannot depend
alone on the aged and physicaily unfit, but
must have an adequate reserve of farm help
in order to insure an adegquate production
of food that will win the war and write the
peace: Now, therefore, be it

“Resolved by the senate (the assembly
concurring), That the Legislature of the
State of Wisconsin memorialize the Presi-
dent, the War Mobilization Director, Maj.
Gen. Lewis B. Hershey, and the Congress of
the United States, to reconsider the calling
and inducting of about half of the agricul-
tural workers and skilled workers processing
dairy products in the country by July 1, and
to urge the continued application of the
Tydings amendment that places the power
in the local board to grant individual farm
and dairy processing plant deferments; in
order to save the agricultural and dairy in-
dustry of this State; and be it further

“Resolved, That properly attested coples
of this resolution be sent to the President,

AUTHENTICATED
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the War Mobilization Director, Maj. Gen.
Lewls B. Hershey, Director of Selective Berv-
ice, the War Food Administration, to both

House of Congress, and to each Wisconsin

Member thereof.”
By Mr. AUSTIN:

A resolution of the Legislature of the State
of Vermont; to the Conimittee on Finance:

“Whereas approximately 10 percent of the
population of Vermont has been called to
the armed service of our country in World
War No. 2 and so long as hostilitles continue
this number will materially increase; and

“Whereas we must recognize that a large
number of this large group will be returned
in critical physical and mental conditions
requiring long periods of hospitalization; and

“Whereas the veterans’ hospital facllities in
Vermont were scarcely adeguate for Ver-
mont veterans of World War No. 1; and

“Whereas the Veterans’ Administration ls
recommending the erection of a great num-
ber of hospltals for returning veterans, some
of which are now completed or in process
of construction; and

“Whereas Fort Ethan Allen is idle and with
comparatively small expense could be con-
verted to a veterans’ hospital where returning
disabled Vermont veterans could be cared
for; and

“Whereas unless the above-mentioned prop-
erty is so used or another veterans hospital
estabiished within our State our disabled
veterans cannot be near their familles and
homes during their post-war hospitaligation:
Now, therefore, be it

“Resolved by the senate and house of rep-
resentaiives, That the Governor is hereby
authorized to cooperate with the Veterans'
Administration for the purpose of creating
additional hospital facllities in Vermont for
returning disabled Vermont veterans; and be
it further

“Resolved, That the secretary of state for-
‘'ward certified copies of these resolutions to
Harry 8. Truman, President of these United
Btates, to the Veterans' Administration in
Washington, and to each of the Members of
Congress from Vermont.

“Approved April 18, 1845,

“MorTiMER R. PROCTOR,

“Governor.”
ADEQUATE ARMY AND NAVY—PETITION
Mr. TAFT. Mr. President, I ask

unanimous consent to have printed in
the REcorp and appropriately referred
a letier in the nature of a petition from
Ceylon ¥. Tremaine, president of the
Last Man's Club, Bunker Hill Post, No. 1,
World War No. 1, of Sandusky, Ohio,
relative to legislation to maintain an
adequate Army and Navy to protect our
interests and help to prevent future
world conflicts. s

There being no objection, the letter
was referred to the Committee on Mili-
tary Affairs and ordered to be printed in
the Recorp, as follows: -

The Honorable RoeerT TAFT,
United States Senator:

Whereas the official Last Man’s Club,
Bunker Hill Post, No. 1, World War No. 1, a
gincere and patriotic organization, composed
of veterans of World War No. 1, Bandusky,
Ohlo, believing in a strong natlonal defense
after the present hostilities have ceased, do
hereby petition the Congress of the United
-Btates that it shall draft necessary legislation
to maintain an adequate Army and Navy to
protect our interests and help to prevent fu-
ture world conflicts.

CevYLON F. TREMAINE,
President, Last Man’s Club,
World War No. 1.
BaNDUSKY, OHIO,
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REPORTS OF THE CLAIMS COMMITTEE

The following reports of a committee
were submitted:

By Mr. JOHNSTON of South Carolina, from
the Committee on Claims:

8.75. A bill for the relief of Thomas C.
Locke; without amendment (Rept. No. 204);

H.R.1016. A bill for the relief of Capt.
Millard L. Treadwell; without amendment
(Rept. No. 205);

H.R.1602. A bill for the relief of Robert
Lee Slade; without amendment (Rept. No.
206); and

H.R.1877. A bill for the relief of Maj.
William Peyton Tidwell, without amendment
(Rept. No. 207).

By Mr. ELLENDER, from the Committee
on Claims:

5.592. A bill for the relief of Mrs. James
Arthur Wilson; with amendments (Rept. No.
208);

5.748. A bill for the relief of Nita Rod-
lun; without amendment (Rept. No. 200);

5. B67. A bill for the rellef of Ruby Doris
Calvert, as administratrix of the estate of
Frederick Calvert, deceased; without amend-
ment (Rept. No. 210);

H.R. 1241. A bill for the relief of Margaret

M. Meersman; without amendment (Rept.
No. 211);

H.R.1711. A bill for the relief of Blanche
H. Karsch, administratrix of the estate of
Kate E. Hamilton;
(Rept. No. 214);

H.R. 1952, A bill for the relief of Joseph
B;;mette: without amendment (Rept. No.
212);

H.R.2007, A bill for the relief of Hattie
Bo;vers: with an amendment (Rept. No. 215);
an

H.R.2701. A bill for the rellef of Margaret
J. Pow; without amendment (Rept. No. 213).

By Mr. TUNNELL, from the Committee on
Claims:

8..57. A bill to confer jurisdiction upon the
United States District Court for the Eastern
District of Virginia; with an amendment
(Rept. No. 216);

H. R. 1260. A bill for the relief of Dr. Walter
L. Jackson and City-County Hospital; with-
out amendment (Rept. No. 217);

H.R.1347. A bill for the relief of Lee
2Glraa)ham: without amendment (Rept. No.

H.R.15568. A bill for the relief of Mrs. Alma
Mallette and Ansel Adkins; without amend-
ment (Rept. No. 219); and

H.R.2008. A bill for the relief of Boyd B,
Black; without amendment (Rept. No, 220).

By Mr. EASTLAND, from the Committee on
Claims:

H.R.904. A bill for the relief of Fred A.
Lower; without amendment (Rept. No. 222);

H.R.980. A bill for the rellef of Mrs.
Gladys Stout; without amendment (Rept.
No. 223); and

H.R.981. A bill to authorize payment of
certain claims for damage to or loss or de-
struction of property arising prior to May 27,
1841, out of actlvities of the War Department
or of the Army; with an amendment (Rept.
No. 221).

EILLS INTRODUCED

Bills were introduced, read the first
time, and, by unanimous consent, the
second time, and referred as follows:

By Mr. ATKEN:

S.831. A bill to correct the military record
of Earl Eugene Robinson; to the Committee
on Naval Affairs.

By Mr. CORDON:

5.932. A bill to exclude certain lands in
Deschutes County, Oreg., from the provisions
of Revised Statutes 2319 to 2337, inclusive,
relating to the promotion of the development
of the mining resources of the United States:

with an amendment
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to the Committee on Public Lands and
Surveys.
By Mr. WHEELER:

5.033. A bill for the relief of the estate of
Sybel Spence; to the Commitiee on Claims.

S.934. A bill authorizing the Secretary of
the Interior to convey certain lands in the
State of Montana to A, C. Ladd; to the Com-
mittee on Indian Affairs.

By Mr. JOHNSON of Colorado:

S.035. A bill to continue in effect section:
6 of the act of July 2, 1940 (54 Stat. 714),
as amended, relating to the exportation of
certain commodities: and

S.936. A bill to amend the act approved
January 2, 1942, as amended by the act ap-
proved April 22, 1943, entitled “An act to pro-
vide for the prompt settlement of claims for
damages occasioned by Army, Navy, and
Marine Corps forces in foreign Countries™;
to the Committee on Military Affairs.

HOSPITAL CENTER FOR DISTRICT OF
COLUMBIA—MOTION TO RECONSIDER
B. 223

Mr. ELLENDER. Mr. President, yes-
terday, while I was engaged before the
Small Business Commitiee, the calendar
was called. I was very much interested
in a bill which was passed at that time.
I should like to obtain information
about it. For that reason I now enter a
motion to reconsider the vote by which
the bill (S. 223) to provide for the estab-
lishment of a modern, adequate, and effi-
cient hospital center in the District of
Columbia, was passed.

The PRESIDENT pro tempore.
motion will be entered.

WHAT SHALL BE DONE WITH GERMANY?—
ARTICLE BY GEORGE M. HALLIBURTON
[Mr. WALSH asked and obtained leave to
have printed in the Recorp an article by
George M. Halliburton In answer to the
question “What shall be done with Ger-
many?"” which appears in the Appendix.]

REDUCTION IN RESERVE REQUIREMENTS
OF FEDERAL RESERVE BANKS, ETC.

The Senate resumed the consideration
of the bill (S. 510) to amend sections 11
(c) and 16 of the Federal Reserve Act,
as amended, and for other purposes.

Mr. TAFT obtained the floor.

Mr. HILL. Mr. President, will the
Senator yield to me to suggest the ab-
sence of & quorum?

The PRESIDENT pro tempore. Does
the Senator from Ohio yield for that
purpose?

Mr. TAFT. 1yield for that purpose.

The PRESIDENT pro tempore. The
clerk will call the roll.

‘The Chief Clerk called the roll, and the
following Senators answered to their
names:

The

Aiken Guffey O'Mahoney
Austin Hawkes Revercomb
Bailey Hickenlooper Robertzon
Bankhead Hill Russell
Bilbo Hoey Shipstead
Brewster Johnston, 8. C. 8mith
Bridges La Follette Stewart
Burton Langer Taft
Bushfield McCarran Taylor
Butler MceClellan Tunnell
Byrd McFarland Wagner
Capper McKellar Walsh
Chavez Maybanlk ‘White
Cordon Millikin Wiley
Donnell Mitchell Willis
Eastland Moore Wil=on
Ellender Morse Young
Fulbright Murdock

Gerry O'Daniel
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Mr. HILL. I announce that the Sena-
tor from Virginia [Mr. Grass], the Sena-
tor from New York [Mr, Meanl, and the
Senator from Nevada [Mr, ScrucaAM]
are absent because of illness,

The Senator from Florida [Mr. AN-
DREWS] is necessarily absent.

The Senator from Kentucky [Mr.
BargLEY ], the Senator from Georgia [Mr.
GeorGel, and the Senator from Utah
[Mr., THoMas] are absent visiting vari-
ous concentration and prison camps in
Europe.

The Senator from Missouri [Mr.
Brieesl, the Senator from Rhode Island
[Mr, GrReen], the Senator from West Vir-
ginia [Mr. EiLcorel, and the Senator
from Florida [Mr. PEPPER] are absent on
publie business,

The Senator from Texas [Mr. Con-
NALLY is absent as a delegate to the In-
ternational Conference in San Francisco.

The Senator from Kentucky [Mr.
CHANDLER], the Senator irom California
IMr, Downey], the Senator from New
Mexico [Mr. Harcrl, the Senator from
Arizona |Mr. HavpEn], the Senator from
Colorado [Mr. Jounsonl, the Senator
from Illinois [Mr, Lucas], the Senator
from Washington [Myr. Maeyuson], the
Senator from Montana [Mr. MURRAY],
the Senator from Louisiana [Mr. OVER-
Ton], the Senator from Maryland [Mr.
RancrLirre], the Senator from Oklahoma
[Mr, Tromas], the Senator from Mary-
land [Mr. Typinesl, and the Senator
from Montana [Mr. WHEELER] are absent
attending committee meetings and pub-
lic business perfaining to their respec-
tive Siates. :

Mr. WHITE. The Senator from Min-
nesota [Mr. BaLLl is absent because of
a death in his family.

The Senator from Illinois [Mr.
Brooxrsl, the Senator from Nebraska [Mr.
WaxERRY ], and the Senator from Massa-
chusetts [Mr, SavtonsTALL] are absent on
official husiness visiting various concen-
tration and prison camps in Europe.

The Senator from Michigan [Mr. Van-
DENBERG)] is absent on official business as
a delegate to the International Confer-
ence at San Francisco.

The Senator from Idaho [Mr. THoMAS]
is absent because of illness. .

The Senator from New Hampshire [Mr,
TozseY] is absent on official business.

The Senator from Delaware [Mr,
Buck]l, the Senator from Indiana [Mr.
CapenART], the Senator from Michigan
[Mr. Fercuson], the Senator from South
Dakota [Mr. GurNeEY], the Senator from
Connecticut [Mr. Hartl, and the Senator
from Kansas [Mr, Reen] are detained in
committee meetings and on cfficial busi-
ness,

The PRESIDENT pro tempore. Fifty-
five Senators have answered fo their
names. A quorum is present.

Mr. MCMAHON subsequently said: Mr.
President, I ask unanimous consent that
at the end of the quorum call which took
place about an hour ago there may be
appended a statement of the fact that I
was present personally as chairman of a
subcommittee of the Small Business
Cominittee at a hearing which was con-
cluded just a few moments ago.
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The PRESIDENT pro tempore. The
Senator’s statement will appear in the
RECORD.

The Senator from Ohio has the fioor.
Before he begins his remarks, the clerk
will state the first committee amend-
ment.

The CHIEF CLERK. On page 4, after
line 9, it is proposed to insert a new sec-
tion, as follows:

Sec. 3. All power and authority with re-
spect to the issuance of circulating notes,
known as Federal Reserve bank notes, pur-
suant to the sixth paragraph of section 18 of
the Federal Reserve Act, as amended by
section 401 of the act approved March 9,
1933 (48 Stat. 1, 6), shall cease and terminate
on the date of enactment of this act.

Mr. TAFT. Mr, President, the bill be~
fore the Senate, S. 510, provides for the
most important change in the banking
and currency system of the United States
since 1933. The central feature of it is a
provision to reduce the amount of gold
which must be held behind Federal Re-
serve notes and behind the deposits of
member banks in the Federal Reserve
System to 25 percent, whereas today the
reserve required is 40 percent in the case
of Pederal Reserve notes, and 35 percent
in the case of deposits.

At the present time the actual out-
standing Federal Reserve notes amount
t0 $21,700,000,000 as of approximately the
first of the year 1945. In addition to
that, there are outstanding some $6,000,-
000,000 in silver certificetes. The total
outstanding currency of the country is
about $27,500,000,000. At the same time
the member banks have as deposits in the
Federal Reserve bank about $16,000,000,-
000, which are reserves against the de-
posits which customers have made in
those banks, amounting to approxi-
mately $100,000,000,000. The reserve
deposits in the Federal Reserve bank
ageinst that hundred billion are $16.-
000,000,000, and the amount required to-
day in gold, to be held by the Federal
Reserve bank against those deposits, is
about $5,600,000,000.

The difficulty is that under the pres-
ent system of financing the war, by
which we have a deficit of $50,000,000,0C0
a year, there has been a constant in-
crease in notes and deposits, and that, I
think, is an inevitable result of the meth-
od of financing the war by deficit financ-
ing in the manner we have been pursu-
ing.

The reason for the increase has noth-
ing to do with the gold reserve, or with
increasing the gold reserve. The increase
in the currency is due to the deficit fi-
nancing of the war. If we shall continue
financing the war in that manner, we
will have to allow proper leeway for the
issue of bank currency, unless we are fo
double taxes.

It is estimated by the Federal Reserve
bank that if the currency continues to
increase at the.rate at which it has been
increasing, by the end of 1945 there will
be outstanding about $27,000,000,000 in
Federal Reserve notes, in addition to the
silver certificates, and the deposits in
the Federal Reserve bank will be $18,-
000,000,000. That would require reserves
in gold of about $17,000,000,000.
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Today there are about eighteen and a
half billion dollars in gold to be used for
reserve purposes. In addition to thai,
there are some $2,000,000,000 in the sta-
bilization fund, which is not counted. In
addition to currency going up and de-
posits going up, the gold has been going
down. The gold has decreased from
about twenty-one billion to eighteen and
a half billion, and if that process con-
tinues it will be down to sevenieen and a
half billion by the end of the year. So
that we will be right up against the gold
limit. We reqguire $17,100,000,000, we
will have seventeen and a half billion at
the end of 1945, and we will be up against
the situation in which no more currency
can be issued and deposits cannot be in-
creased.

Mr. BREWSTER. Mr. President——

The PRESIDENT pro fempore. Daes
the Senator from Ohio yield to the Sen-
ator from Maine?

Mr, TAFT. 1 yield.

Mr, BREWSTER. I haye discussed
this matter with the Senator, but I should
like to have it appear in the REcorp that
there are obligations in foreign countries
which might call for payment in gold,
which might make further demand on
our gold reserve. As I undersiend, the
Senator from Ohio feels that that is not
at all likely to happen, but is it not pos-
sible that if we were called upon fo pay
all the short-term obligations of authori-
ties other than the Government, very
large inroads, perhaps to the extent of
$5,000,000,000, might be made on our gold
reserves?

Mr. TAFT. Yes; foreign governments
and foreigners have in this country to-
day about five or six billion dollars in
bank deposits besides holding about $4,-
000,000,000 in earmarked gold, which is
not counted in the reserves. It would be
possible for them to insist that we give
them gold for the $6,000,000,000 of de-
posits, and transport that gold out of
the country, or earmark.it. It is not
likely that they will try fo do that with
all of it, but it would be desirable that we
have sufficient free gold in these reserves
to meet such a demand. That is one
reason for reducing the reserve to 20
percent instead of 30 percent. On paper
30 percent would be enough, even if this
process continued to the end of 19486,
but as a matter of fact we want these
countries to be perfectly certain, we
would like to have them know, that over
and above our reserves there is gold
which can be used to pay off their de-
posits if they insist upon their being paid.
If they know it is there, they are less
likely to use it, because, as a matter of
fact, what they want to do is to keep bal-
ances here, they want to buy things here,
they want to use it after the war, and
unless they become frightened about the
policy, it is not likely that they will cash
in their obligations.

Mr. BREWSTER. Mr. President, will
the Senator further yield?

Mr. TAFT. 1 yield.

Mr. BREWSTER. Would it not also
appear that these obligations which exist
‘are apparently incident to the fact that
while we have given away most oif our
exports under lend-lease—I think “ziven
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away” is as accurate a phrase as any; at
any rate, not securing obligations for
them—we have meanwhile been paying
for a very large percentage of our im-
poris, so foreigners have been able to
accumulate these balances here, which
is a factor which must be taken into ac-
count?

Mr. TAFT. Yes. The reason for the
reduction of the gold in this country
from about twenty-one to eighteen and
one-half billion dollars, that is for reserve
purposes, is that South American coun-
tries in -particular have been selling us
goods for dollars, for cash, and we have
not had anything to ship them in return.
What we have shipped we have shipped
to the war areas. We have obtained no
exchange for that, because what we have
shipped ' is practically given away in
lend-lease, and we have had an adverse
balance of trade. In spite of the fact
that our exports are $12,000,000,000 and
our imports $3,000,000,000 we have had
an adverse balance of trade for the last
2 years of one and a half billion dollars a
year. :

When there is added to that the con-
siderable amount paid oul to our sol-
diers and our army of occupation,
which amount is gradually being accu-
mulated abroad and sent to New York in
order to give the foreign countries ex-
change in this country, Senators will find
tie reason why the balances of foreign
countries have steadily been increasing
and why, to a considerable extent, they
have used these balances to draw down
goid. So we face a sitvation in which
our gold is decreasing and our bank de-
posits are increasing. I see no alterna-
tive except to reduce the amount of gold
reserve required against notes,

Mr, President, I think it might be worth
while to picture just what happens when
an increase in Federal Reserve notes oc-
curs. The Government goes to the bank
first in one of the bond drives, we will
say, and in effect the Government bor-
rows the money from the bank. The
Government sells the bank a million dol-
lars’ worth of bonds, and the bank sets
up a million dollars on its books as a
Government deposit. Then the Gov-
ernment takes the million dollars and
pays it out to some war coniractor. It
goes into his accouni, perhaps in the
same bank or in some other bank. Then
the war contractor decides that he needs
money for his pay rolls. He has to pay
cash to his employees. So he goes to
his bank and says, “I want currency.”
The bank has only the currency it needs
for day-to-day transactions, so the bank
goes to the Federal Reserve bank and de-
posits a million dollars and says to the
Federal Reserve bank, “We want cur-
rency for this million dollars.” Then
the Federal Reserve bank goes to the
Government, if you please, to the Fed-
eral Reserve agent, and they bring
$250,000 in gold certificates—in 1933 we
took the actual gold away from them, but
they still have the gold certificates—they
bring $250,000 in gold certificates, and
they bring $750,000 in Government
bonds; and in return for that the Federal
Reserve agent, which is the Government,
gives them a million dollars in currency—
Federal Reserve notes. They pay that to
the bank, and the bank pays it to the
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coatractor, and the contractor pays it
out to his employees. That is what has
happened over and over again, and it has
resulted in a steady inerease in the cur-
rency of the country.

Mr, BREWSTER. Mr. President, will
the Senator yield?

My, TAFT. I yield.

Mir. BREWSTER. To what extent is
the currency outstanding abnormal even
under the present greatly inflated in-
come of the country? I think that is a
matter which has been giving many
people great concern, because currency
has risen, as I understand, to $21,000,-
000,000 now, and $27,000,000,000 in cur-
rency is in prospect. That would not or-
dinarily happen if business were con-
ducted with checking accounts, which
would be a far more normal way of doing
business.

Mr. TAFT. 1 think the currency has
increased in a greater proportion than
deposits. But the principal reasen for
the increase in currency lies in the fact
of tremendously increased volume of
business which requires more currency.
It is also brought about by the Govern-
ment deficit spending. I think the gen-
eral opinion is that there is also a con-
siderable amount of hoarding of cur-
rency today. There has besen a good
deal of hoarding of currency ever sinece
1933. Many people never have recovered
their confidence in the banks, and sim-
ply hold on to currency.

It was suggested yesterday that the
black market has brought about the use
of currency. Perhaps it has. I do not
know what can be done about it. It is
suggested therz are too many $1,000 bills
cut. Suppose we should ecall in all the
$1,000 bills. All an expert black-market
operator would have to do would be to
use ten $100 bills, and perhaps he would
be obliged to rent two safety-deposit
boxes in which to place his bills instecd
of one. I do not know how in any way
that would affect the actual black mar-
ket or the amount of currency which is
outstanding.

Mr. BREWSTER. Did it not appear
beiore the committee that there were
approximately 40,000,000 $100 bills in cir-
culation, or approximately $4,000,000,000
in $100 bills, which is very abnormal?

Mr. TAFT. I am not certain.

Mr. BREWSTER. I think those were
the figures given,

Mr. TAFT. I think perhaps Mr. Eccles
testified as to the number of bills cut-
standing, but I do not remember that.
I do remember it was stated there is a
rather unusual number of high-denomi-
nation bills outstanding, but I do not
think there is anything we can do about
it.

Mr. MURDCCEK., Mr. President, will
the Senator yield?

Mr. TAT'T. I yield.

Mr, MURDOCK. 8o far as the gues-
tion of expansion is eoncerned with
which we are confrontcd by this bill, it
makes no difference whether the expan-
sion is by way of increased deposits or
increased currency or an increase in both
items.

Mr, TAFT. It does make some differ-
ence, if the Senator piease.

Mr. MURDOCK. It does under the
present law, which requires 40 percent

‘matter of reserve.
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in gold certificates against Federal Re-
serve notes and 35 percent in gold cer-
tificates against deposits. But if the bill
under consideration is passed the re-
serve behind deposits will be fixed at 25
percent. g

Mr. TAFT. The 25 percent as against
deposits is against the deposits of the
member banks, so that on thaf 25 percent
is built a depoesit four times as large in
the Federal Reserve bank, and on that is
built a deposit in some member bhank
approximateiy six times as large belong-
ing to the ordinary citizen. So that there
are actually against deposits in the bank
not 25 percent of gold but only approxi-
mately 5 percent of gold. So that if we
have more deposits and less cash in cir-
culation we would require less gold as a
If we could induce
people to keep the money in the banks,
we would not have to have so much gold,
even under this bill.

Mr. MURDOCK. I cannot follow the
Senator. It makes no difference which
way the expansion comes about. We are
not talking about member banks. We
are talking about the Federal Reserve
banks. The currency is interchange-
‘able with the deposits, and if we fix the

“gold reserve behind deposits at 256 per-

cent, and behind notes at 25 percent,
there will be no difference in the reserve
situation whether the expansion is in
notes or deposits.

Mr, TAFT. Idonot think the Senator
quite understood me. If I had a thou-
sand dollar bill, the Pederal Reserve bank
would have to put up 25 percent of gold
against that $1,000 bill, or $250 of gold.

Mr. MURDOCEK. That is true,

Mr. TAFT. If I take that bill to the
bank anmd put it in the bank, then the
bank will credit me with $1,000 and will
have to deposit in the Federal Reserve,_
bank approximately $200 only of my
thousand dollars as a reserve, and then
the gold will be calculated on the $200,
and the only gold against this thousand
dollars of mine in the bank is going to
be 25 percent of $200, or $50. So that if
people would keep their money in the
bank we would not need as much gold as
we would if they insist on taking it out
in currency. I do not think that makes
very much difference, but that is the
actual fact.

Mr. MURDOCK. Is the Senator talk-
ing about a deposit which is made in a
member bank?

Mr. TAFPT. Yes.

Mr. MURDOCE. Of course, the re-
serve situation in the member bank is
quite different from what it is in the
Reserve bank.

Mr., TAFT. Yes; but I am only sug-
gesting one thing, and that is that under
this bill it will be necessary to have five
and one-fourth billion dollars of gold
against our $21,000,000,000 of notes, but
if the people would deposit the notes in
the bank and let that money stay in the
bank we would not need as much gold as
we need now, because we need only about
$1,000,200,000 of gold to support $21,000,-
000,000 of deposits in member banks.

Mr. MURDOCK. We should not, in the
discussion of this bill, confuse reserves
in member banks with reserves in the
Federal Reserve bank itself. If the Sen-
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ator will examine the testimony of Mr.
Eccles, he will find that inasmuch as the
reserve notes and the demand deposits
in Federal Reserve banks .are. inter-
changeable, the reserve situation is
exactly the same, and it makes no dif-
ference, so far as the reserve is con-
cerned, whether the expansion is exclu-
sively in deposits or exclusively in notes,
or a combination of the two.

Mr. TAFT. 1 do not think the Senator
understands. We have $21,000,000,000
in notes outstanding, and against that,
under this bill we must have 25 percent
in gold or five and cne-fourth billion
dollars. Suppose the people should de-
posit the whole twenty-one billion in
banks, and put it in the form of deposits
in member banks. The question is
whether we cannot somehow reduce the
currency. People ought not to be car-
rying around so much money. - Let them
put it in the banks. If they put the
twenty-one billion in the banks, what
will the banks have to do? They will
have to go to the Federal Reserve bhanks
and deposit approximately 16, 18, or 20
percent. They will have to put about
$4,000,000,000 in the Federal Reserve

- banks. Then the 25 percen{ reserve in
gold is figured on the basis of that $4,-
000,000,000, and amounts to $1,000,000,-
000. So if the whole $21,000,000,000 in
currency were deposited in banks, and
were not outstanding, we would require
a reserve of $1,000,000,000 instead of
$5,000,000,000. That is the fact. It is
not a very important fact. It tends to
show only one very minor proposition,
that if we did nof have so much-currency
.in circulation, and people would put their
money in ban_ks. we would not have to
have quite so much in gold reserves.

Mr. CHANDLER. Mr. President, will
the Senator yield? .

Mr. TAFT. I yield.

Mr. CHANDLER. I wish the Recorp
to indicate my presence on the floor of
the Sznate. :

Mr. TYDINGS. Mr. President, will the
Senator yield?

Mr. TAFT. 1 yield.

Mr. TYDINGS. Mr. President, since
10 o’clock. this morning, and up until 20
minutes past 12, the Committee on Ter-
ritories and Insular Affairs has been con-
ducting a hearing on Puerfo Rican inde-
pendence. The senior Senator from
Maryland has been in attendance at
those hearings almost every morning for
some time. The hearings will be resumed
at 2 o'clock this afternoon. The Sena-
tor from Maryland will not adjourn the
hearings and come all the way from the
Senate Office Building simply to answer
a quorum call, but he will be present if
& vote is taken. I make this explanation
so that it may be understood that the
Senator irom Maryland is diligently at-
tending to the business of the Senate.

Mr, FERGUSON. Mr. President, will
the Senator yield?

The PRESIDING OFFICER (Mr, Tay-
LOR in the chair). Does the Senator
from Ohio yield to the Senator from
Michigan?

Mr. TAFT. I yield.

Mr. FERGUSON. First, Mr. President,
I wish the REecorp to show that I am
present on the floor of the Senate.
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I should like to ask the Senator from
Ohio a question. Without the proposed
legislation, is the amount of currency
now limited to $21,000,000,000, or is it
$27,000,000,000?

Mr. TAFT. AsIstated earlier, we can
get along with the present 40-percent
reserve through the year 1845.. But by
the end of this year, if the Federal Re-
serve notes continue fo increase at the
same rate, and if we lose gold at the
same rate we have been losing gold, we
shall reach a point about the end of the
year when we shall have outstanding
about $27,000,000,000 in Federal Reserve
notes, and we shall no longer have any
gold left available-to act as a reserve for
any further increase.

Mr. FERGUSON. Mr. President, will
the Senator yield for a further question?

Mr, TAFT., I yield.

Mr. FERGUSON. With the amount of
gold we have today, and which could be
used for this purpose, how much cur-
rency could he issued?

Mr., TAFT. With a 25-percent re-
serve?

Mr. FERGUSON. No; with a 40-per-
cent reserve.

Mr. TAFT. That depends somewhat
on whether deposits increase in the same
proportion. We could increase up to ap-
proximately $33,000,000,0600 if we lost no
gold. Our present gold reserves are esti-
mated to be about eighteen and one-half
billion dollars. If deposits were to in-
crease in approximately the same propor-
tion as Federal Reserve notes, we would
be able to issue up to approximately
$33,000,000,000, That would carry us
through 1946.

The difficulty is that in the meantime
foreign nations may draw down that
gold. They have a right to do so. They
have dollar balances, and they are sell-
ing us goods and desire to be paid in
cash. They have been drawing down the
gold. Naturally, we do not wish to im-
pair our credit by refusing to pay those
bills. We cannot pay them in goods in
South America, for instance, because we
are not exporting anything to South
America,

Mr. FERGUSON. Yesterday on the
floor of the Senate I heard mentioned the
amount of $27,000,000,000.

Mr. TAFPT. The figures were some-
what confused yesterday. The condi-
tion today, speaking as of the first of
the year, is that there are $21,700,000,000
in Federal Reserve notes and approxi-
mately $6,000,000,000 in silver certificates.
So the total outstanding paper currency
today is in the reighborhood of $27,000,-
000,000. But that is a different $27,000,-
000,000 from the $27,000,000,000 in notes,
which we will reach at the end of 1945
if the present process continues.

Mr. FERGUSON. Ithank the Senator
for the explanation.

Mr. BAILEY. Mr. President, will the
Senator yield?

Mr. TAFT. I yield.

Mr. BAILEY. In view of the colloquy
between the Senator from Ohio and the
Senator from Utah on the subject of
the official percentages of reserves, I in-
vite attention to the official statement
which I have before me, and which I
should like to read into the RECORD as
a part of the information.
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Mr. TAFT. 1 shall be very glad to
have it.

Mr. BAILEY. This is from the Fed-
eral Reserve Bulletin for March 1945, in
an article on the reserve position of the
Faderal Reserve banks by Roland I. Rob-
inson, Division of Research and Sta-
tistics:

The reserves required to be held by mem-
ber banks at the Federal Reserve banks
amount to about 16 percent of their totel
deposits. Against these member-bank re-
serves, the Reserve banks must hold a reseive
of 35 percent. The preduct of these two
ratios measures the demand made by mem-
ber-bank deposits on gold reserves. The ra-
tio is less than 6 percent.

The following is a footnote:

The basic statutory requirement for mems-
ber banks on net demand deposiis is 13 per-
cent for central reserve city banks, 10 per-
cent for reserve city banks, and 7 percent
for country banks, with 3 percent on ilme
deposits at all classes of banks. United
States Government war-loan balances are not
subject to these requirements. The Board
of Governors has administrative authority
to raise these requirements for any class of
bank, or either class of deposit to not more
than twice the statutory minima. The pre-
vailing requirements are: For net demand de~
posits at central reserve city bank:, 20 per-
cent; reserve city banks, 20 percent; couniry
banks, 14 percent: for all time deposits, 6
percent. Bacause of varying distribution of
deposits among classes of banks and be-
tween types of deposit, the aggregate mem-
ber bank ratio of requirements varies from
time to time but at the end of 1914 it aver-
aged about 16 percent.

Mr. TAFT. I thank the Senator. I
think that bears out, in a rough way, the
figures which I have statec.

The pending bill would reduce the re-
guired reserve on notes and deposits in
Federal Reserve banks to 25 percent. In
addition, it would do two ofther things.
The amendments of the committee, one
of which is now under consideration,
would repeal two emergency provisions
which authorized the creation of differ-
ent kinds of paper currency.

Section 3 of the bill provides that there
shall he no more so-called Federal Re-
serve bank notes. Federal Reserve bank
notes were authorized in the banking
crisis of 1933. They are notes which
were issued without any reserve at all.
Under certain circumstances they are
jssued 100 percent against Government
bonds or some other assets of the Fed-
eral Reserve banks, without any gold. - I
think a number of them were printed in
1933, but they were not all used. About
2 years ago someone in the Treasury
Department found $600,000,000 or so of
themr in a back drawer somewhere. He
decided that, inasmuch as they had been
printed, they might as well be issued.
So they proceeded to issue approximately
$600,000,000 worth of those Federal Re-
serve bank notes printed in 1933, The
Attorney General held that the emer-
gency of 1923 had never been declared
ended, so the notes could still be issued
in 1943. At that time the Senatle passed
a bill, which I offered, to repeal the au-
thority to do so or to declare the emer-
gency ended, but the House did not pass
it. Now, at the request of the Federal
Reserve Eoard, we are proposing to re-
peal that authority. Also, in section 4,
‘we would repeal the authority to issue
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$3,000,000,000 worth of greenbacks, so-
called, which have no gold backing what-
ever. We would also repeal the emer-
gency authority granted under the so-
called Thomas amendment in 1933.
Those notes have never been issued.

What we now propose to do is to abol-
ish the authority to issue those two types
of notes which require no reserve. We
propose to simplify, therefore, the entire
currency structure. Hereafter all money
would have to be in the form of Federal
Reserve notes, and all of it would have
to have as a reserve behind it 25 percent
of gold and 75 percent of Government
bonds or bank paper of one sort or an-
other. Nowadays it is all Government
bonds. So the bill would simplify the
entire currency structure and would set
up what I think would be a sound cur-
rency.

As to the reserve of 25 percent, the
Senator from Colorado has offered an
amendment to provide that the reserve
be reduced to 30 percent, instead of 25
percent. The committee considered the
proposal to reduce the reserve to 30 per-
cent. The American Bankers Associa-
tion suggested a 30-percent reserve
rather tentatively, although I think it
was entirely satisfied with the proposed
reduction to 25 percent. Of course, no
country in the world has a gold reserve
against its currency amounting to as
much as 25 percent. I think 25 percent
as a gold reserve is adequate. I can-
not conceive that people would rush
around with their currency to any bank
or to the Government or to any Federal
Reserve bank, at one time—and demand
gold for their currency in anything like
the amount of 25 percent. People must
have currency for use. People do not
act in that way. I very strongly believe
that if there were any such tremendous
rush, it would swamp a 40-percent re-
serve just as much as it would a 25-
percenf reserve. I believe that for all
ordinary purposes a reserve of 25 per-
cent would be sufficient, in the sense that
it would be available if people demanded
gold. That was the old theory of the
reserve, namely, that gold would be
available to be given to people who de-
manded it for their currency.

Of course, today we do not give them
the gold anyway. I do not at all agree
with Mr. Eccles. He testified before the
committee that no gold reserve is neces-
sary. He said he was wholly in favor of
a managed currency; that he was willing
to have a 25-percent reserve, but that
it would be just a concession to an out-
worn prejudice.

I do not agree with Mr. Eccles, It
seems to me we should have gold as a
reserve against our currency. I myself
think we should go further than we go
today in paying out gold; but we do
pay out the gold when it is needed for
export from the United States. As long
as we do that, we maintain our credit
and our position and we can go on huy-
ing goods and materials from South
America, if we have to in this crisis,
without paying gold for it, merely be-
cause we have the gold with which to
pay for it. We can thus get along with-
out sacrificing or making concessions, be-
cause we actually do have the gold. In
the present ecrisis we have actually
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shipped quite a lot of gold to South
America.

I think the maintenance of a gold re-
serve is also important from the psy-
chological standpoint. In the past,
inflation of the currency occurred only
when people became frightened about
the currency and began to believe they
had better put their money into land or
houses or washing machines or some
other things of which they could actu-
ally have physical possession. As long as
we maintain an actual gold reserve
against our currency, I think there is
nothing like the danger of having such
a psychological condition arise among
the people in times of inflation. So I
think the maintenance of such a reserve
is essential.

However, I cannot understand why a
25-percent gold reserve is not a sufficient
one for the currency of our country.
There are some other reasons why the
reserve should be 25 percent, instead of
30 percent. Strictly on the basis of the
books, with a 30-percent reserve, our
gold probably would last—even if we
were to continue on the basis of our
present financing—for approximately 2
years before we would run up against
the absolute necessity of changing the
reserve again to 25 percent.

Mr, JOHNSON of Colorado.
President, will the Senator yield?

Mr. TAFT. 1 yield.

Mr. JOHNSON of Colorado. The Sen-
ator said a 30-percent reserve would
last for approximately 2 years. Does he
mean January 1, 1946? It would be 2
years from when?

Mr. TAFT. I mean 2 years from now,
I think. However, there are some quali-
fications in that respect. In the first
place, if we required a reserve of 30 per-
cent, some of the individual Federal Re-
serve banks—because the situation works
out on an individual basis—really would
have to maintain approximately a 33-
percent reserve, or, to put it more clearly,
we would have to maintain an over-all
reserve of approximately 33 percent in
all the banks in order that every bank
have a 30-percent reserve. So, as a
practical matter, under those circum-
stances some of the banks would run
up against the 30-percent limit before
2 years from this time, They probably
would do so in a year and a half, instead
of 2 years,

Mr. JOHNSON of Colorado. Mr.
President, will the Senator yield to me
again?

Mr, TAFT. I yield.

Mr. JOHNSON of Colorado. I sup-
pose the Senator means 2 years at the
present rate of spending. If the pres-
ent rate of spending is diminished, if the
war is over within the 2-year period——

Mr. TAFT. Then the 30-percent re-
serve would continue for a somewhat
longer period of time. But I make that
statement on the basis of one other con-
dition, which is that the reserve is not
only affected by increases in deposits
and notes, but it is also affected by de-
creases in gold. In the last 2 years we
have lost over $2,000,000,000 of gold, and
we are likely to lose more as long as the
war goes on, largely because of our lend-
lease policy. Under it we have to give
away most of what we export, but what

Mr.
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we import we pay for in cash. Thus we
have an adverse balance of trade of ap-
proximately $1,500,000,000 a year.

So, Mr. President, we cannot be sure
how much gold there will be. It seems
to me there should be a sufficient
amount to provide ample leeway. Italso
seems to me that if the foreign nations
which have balances here, which have
purchased dollars here, so to speak, or
which have earned dollars, wish to trans-
port those dollars somewhere else or
translate them into gold or earmark
gold, we should permit them to do so
in order to maintain our credit. On the
other hand, if we were to use all the
gold deposits as a reserve behind our
own notes, it would not be possible for
the foreign nations to proceed in that
way. In addition, if they became fright-
ened that they would not be able to
continue that policy on their part, they
would be more likely to start a rush to
change their dollars into gold. So I
think it is most desirable to have some
leeway.

The Senator has also filed an amend-
ment providing that the reduction in
the reserve shall be only temporary, and
that after 2 years it shall revert to its-
former condition. I agree that 3 years
from now we probably shall have suffi-
cient gold for a 40-percent reserve. On
the other hand, I do not see the neces-
sity for a 40-percent reserve. But I do
see a great danger involved in con-
stantly agitating as to what the reserve
should be. We only bring up the matter
now because the Federal Reserve Board
believes it is necessary to bring it up.
Hereafter, if we wish to change it we
can always do so; but I think it would
be unfortunate to have the reserve es-
tablished at 25 percent and have every-
one knowy that 2 years from now it would
increase to 40 percent, and have people
become alarmed whether the gold would
be available at that time, and make them
uncertain whether Congress would ex-
tend the period during which the reserve
would be 25 percent. Furthermore, the
foreign nations to which I have referred
would be very likely, when the reserve
was decreased to 25 percent, to rush in
and get the gold to which they are pres-
ently entitled, if they were afraid that
later the reserve would be 40 percent
and that then they would not be able
to get the gold.

Mr. MURDOCEK. Mr. President, will
the Senator yield?

Mr, TAFT. 1 yield.

Mr. MURDOCK. I am in full agree-
ment with what the distinguished Sen-
ator from Ohio is saying. Even though
the legal ratio is fixed at 25 percent, if
our gold position improves we will have
the advantage of whatever it indicates
in gold, regardless of the legal ratio
which may be fixed. Is that not cor-
rect?

Mr. TAFT, I think it is. I think it
was pointed out by the Senator .yester-
day that since 1933 we have had a re-
serve of 100 percent of gold against our
notes. The notcs did not increase. The
amount of gold reserve does not have
any direct effect on the increase in notes
until we actually run up against the re-
serve limit. What would take place if
we did not pass the bill? We would
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reach our limit. The Government would
then try to sell bonds and the banks
waould say, “We are sorry, but we can-
not sell any more bonds because we do
not have the necessary cash to put into
the Federal Reserve bank which we are
required by law to do.” So the financing
of the war would stop. If a man wished
to pay his employees he would go to a
banker and tell him that he needed
" money. The banker would say, “We are
sorry; there is no more currency.” The
first thing we would have would be a
fear that there was no money. We would
have runs on our hanks, and such a con-
dition generally that Congress overnight
would probably do something more radi-
cal than we are proposing now to do.

Mr, President, what we are doing here
is similar to the recent increase in the
debt limit. We had to increase the debt
limit. We have no choice about this re-
serve under present conditions. The real
. cause of inflation is not the increase in
the debt limit or the reduction of the re-
serve—those are the results.

Mr. BAILEY. Mr: President, will the
Senator yield?

Mr. TAFT. I yield. }

Mr. BAILEY. Would not the alterna-
tive be taxation?

Mr. TAFT. Yes. The difficulty arises
solely from our taxation policy. We are
spending $100,000,000,000 a year. We
are raising in taxes approximately $45,-
000,000,000 a year. I think we should
have raised more than that. I do not
think we can raise $100,000,000,000 in
taxes without tremendous injustice be-
ing inflicted upon the taxpayers, but we
could have raised more money than we
have raised so far. Unfortunately, last
year there was a fundamental difference
of opinion between Congress and the ad-
ministration as to how additional money
could be raised. The result was that
additional money was not raised.

Mr. BAILEY, Mr. President, will the
Senator further yield?

Mr. TAFT. I yield.

Mr. BAILEY. In view of the low fig-
ure of excess reserves at the present time,
if we have a new bond issue and we can-
not get the banks to increase lending
power, the Government will have to
carry on the war by increasing the vol-
ume of taxes to 60 or 70 percent a year.
Am I not correct?

Mr. TAFT. I think the Senator is
correct.

I overstated the case when I said there
was no alternative. There is no alter-
native unless we are prepared to change
our whole method of financing the war.
I do not think we could change it at this
time. Buf I dothink that at the moment
the war is over we shall have to return
to a balanced budget. The only way to
stop inflation is to stop the Government
deficit. We shall have to think in mil-
lions again instead of in billions. We
shall have to change our whole viewpoint
with regard to spending money. Many
persons have said, “We spent $50,000,-
000,000 a year for war, why not spend
$50,000,000,000 a year for peace?” We
may have to spend that now, but if we
continue doing it, or if the war lasts
another 4 years, I think we shall inevi-
tably have inflation, or a tremendous in-
crease in taxes.
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Mr. JOHNSON of Colorado. Mr.
President, will the Senator yield?

Mr. TAFT. I yield.

Mr. JOHNSON of Colorado. The

Senator admits, then, that this proposal
is just another arm of the deficit spend-
ing program, that it is merely one other
phase of it.

Mr., TAFT. It is a result and not a
cause. It is the result of the policy
which we are following, and the result
will continue so long as we follow the
policy.

Mr. JOHNSON of Colorado. It is a
permission for deficit spending.

Mr. TAFT. That is correct.

Mr. JOHNSON of Colorado. Congress

is asked to give its permission for deficit
spending by enacting the pending bill.

Mr. TAFT. Asa representative of the
American Bankers' Association has said,
the reserve limit is a red light of danger.
He also said that during recent months
we got into the habit of going through
the red lights. We cannot do that in-
definitely without disaster resulting.

Mr. President, it has been suggested
that we have effectively handled infla-
tion by fixing prices, Of course, the cost
of living has increased 30 percent in
spite of the program of fixing prices,
and in spite of a very effective control
of the situation, and yet today we are
bursting at the seams, Real estate
values are rising, farm values are rising,
and stock values are rising. Apparently,
all capital values are going through a
course of inflation. The present black
market in meat is the result of an at-
tempt to hold the price of meat at a level
where it cannot be maintained with rela-
tion to the purchasing power which has
been created by the policy of deficit
spending to which I have referred. Our
policy of price control cannot overcome
tremendous inflation. The point which
I want to make is that we must get away
from deficit spending at the very mo-
ment we find it is no longer necessary
to carry on the war. There is no justifi-
cation for continuing such a policy
except for the necessity of carrying on
the war. So far as I am concerned that
could be the only justification for doing
something which I believe to be utterly
and completely unsound.

There is one other amendment which
I wish to discuss. The Senator from
Colorado [Mr. Jonnson] has filed an
amendment to increase the price of gold.
I do not know whether he will press his
amendment, so perhaps I will not deal
with it fully. I admit that an increase
in the price of gold would have the same
effect, as to the reserve question, as the
passage of this bill, because we would
have more dollars in the same gold.. It
is true that we could maintain our 40
percent ratio and remain in the same
condition as before. But the increase in
the price of gold has so many other
effects that we should consider it seri-
ously. It has the efiect of increasing
prices. Senators will recall that the
Warren Pierson experiment did not in-
crease prices dollar for dollar, according
to the percentage of increase in the price
of gold, but it did increase prices to some
extent. An increase in the price of gold
also upsets international trade because
it makes it easier to export and much
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more dificult to itnport, a situation which
is contrary to the policy we are endeavor-
ing to pursue in building up imports into
this country. :

Mr. BAILEY. Mr. President, will the
Senator yield?

Mr, TAFT. I yield.

Mr. BAILEY. The Senator from Ohio
referred to the Warren Pierson experi-
ment. The experiment greatly increased
the excess bank reserves; did it not?

Mr. TAFT. Yes; and it increased
prices to some extent, but not to the full
extent which Mr. Pierson expected it
would.

Mr, BAILEY. I believe it made money
available, as we are now trying to do.
But the result of the experiment was to
make money available to the banks to he
loaned to the people. Here we are at-
tempting to increase reserves in order
that the Government may horrow.

Mr. TAFT. The two things accom-
plish the same purpose with relation to
reserve. I am merely trying to point
out that an increase in the price of gold
affects our imports and exports by a
reduction in the gold reserves.

Mr. President, I think I have said
everything on the subject that I wish to
say. I may add that I believe that a 25-
percent gold reserve against currency
and deposits is perfectly safe. For vari-
ous reasens I think it should be provided
permanently. I also think that if we
are prepared, as the Senator from North
Carolina [Mr. BaiLey] has suggested, to
double our taxes and raise $90,000,000,000
instead of $45,000,000,000, perhaps we can
get away with 30 percent; but I do not
think that the Senate is prepared to tax
in that way, and I do not think it could
be done without very great hardship on
many taxpayers.

Mr. BAILEY, Mr. President, I do not
intend to make a speech on this bill but
before the Senator takes his seat I should
like to say that I question whether this
country can underfake to increase the
volume of its revenue.

Mr, TAFT. I think the country could.
I suppose ‘we could double the present
individual income tax up to a point
where it could not be doubled any more

because it would be over 100 percent.

Mr. BAILEY. But what we would have
to deal with in that event would be wreck
and ruin.

Mr, TAFT. It would be a tremendous
hardship. I felt 2 years ago that we
might add $10,000,000,000 to the tax bill,
or possibly $15,000,000,000, without seri-
ous harm, but that would be about the
limit at any time and would still leave
a large deficit.

Mr. BAILEY., I think the Senator
will agree with me, because he is on the
Finance Committee and a very fine stu-
dent of the subject, that we have put the
tax rates so high in what are called the.
higher brackets, that is on people with
incomes of $10,000 or more, that there
is a very serious duestion whether we
can go any further to raise more revenue
in the higher brackets. Then let us
look at the lower brackets. People with
very modest incomes are having to pay
from $75 to $150 a year, and it is very
hard on them. I had an instance here
the other day of a man who came to me
to borrow some money to eke out his tax
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bill. He had =all that was needed ex-
cept $15. He asked me to let him have
the $15. I knew he was perfectly gcod,
and I said, “How much are taxes any-
way?"” He said, “My taxes are $78.” I
knew his situation sufilciently well to
say that it would be an extreme hard-
_ship to put another dollar by way of
taxation on him. My inclination would
be to reduce it instead of increasing it.

Mr. TAFT. 1 agree with the Senator.
Some time ago, if I remember correctly,
I said that we could increase the normal
tax on corporations perhaps by 10 per-
cent and could increase to some extent
the taxzes in the brackets from $2,500 up
to $50,000 and raise, as I thought, per-
haps $10,000,000,000 more.

Mr. BAILEY, We might pick up
something in that way; but we have one
bond issue right ahead of us, and there
will certainly be another one by October,
and perhaps sooner,

We still have deficit financing. I am
reconciled to that because we are in a
great war. I am not for deficit financing
when we have normal conditions and I
will stand with any Senator here to re-
sist it; but during the war we must
finance by way of deficits., Under pres-
ent tax rates we are receiving about
$45,000,000,000 a year in revenue and
spending from $80,000,000,000 to $90,-
000,000,00C a year. Anyone can make
for himself the deduction to be drawn
from those figures.

LIr. TAFT, I think we are spending
abeut $100,000,000,000 at the present
time,

Mr. BAILEY. I was trying to be con-
servative. I think the final figures have
not come out for the year.

Mr. TAFT. I think expenditures for
the last month were eight and one-half
biliion dollars.

Mr. BAILEY. That makes it just that
much worse. We will add to the deficit
this year on that basis $55,000,000,000,
and if we increase revenues by $10,000,-
000,000 there will still be a deficit of $45,-
000.000,000, and we cannot get the $45,-
000,000,000 except by way of increasing
the excess reserves of the banks by the
method proposed by the pending bill.
Am I not correct about that?

Mr. TAFT. The Senator is correct.
We cannot get additional borrowing
money without this method.

Mr. BATLEY. AsUncle Remus said to
the little boy, it is a groundhog case.
“He was obleeged to climb.”

Mr. TAFT. I agree with the Senator.

Mr. President, I think the bill should
be passed, and I hope it will be passed
without amendment other than the
amendments reported by the committee.

LEAVES OF ABSENCE

Mr. FULBRIGHT. Mr. President, I
ask unanimous consent to be excused to-
morrow in order that I may attend a
meeting of the Association of American
State Universities.

The PRESIDING OFFICER. Without
objection, the Senator will be excused.

Mr. AIEEN. Mr. President, I wish to
obtain leave of the Senate to be absent
from tonight until the end of next week,
unless some matters of critical impor-
tance arise, in which event I shall be
available to return on short notice.
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The PRESIDING OFFICER. Without
objection, leave of absence is granted to
the Senator from Vermont.

Mr. CHANDLER., Mr. President, I ask
unanimous consent that I may be ex-
cused from the Senate for the remainder
of the afterncon. ’

The PRESIDING OFFICER. Without
objection, the Senator from Kentucky is
excused.

AMERICAN COMMUNISTS—HARRY
ERIDGES

Mr. WILLIS. Mr, President, I desire
to address the Senate for akbout 20 min-
utes on another subject than that which
we have just heard discussed.

Mr. President, more than 11 years ago
a fellow Hoosier, the late Dr. William
Wirt, superintendent of the Gary, Ind.,
public schools, stirred the Nation with a
series of disclosures which, he made
clear, pointed to a plot by Washington
planners to make over the Government
of the United States. :

Dr. Wirt, at the time he made his
charges before a congressional commit-
tee, was ridiculed and held up to public
scorn. He was smeared by the clever
leftists and his name became, in Com-
munist circles, almost a byword. But
history has vindicated him and the pass-
ing years have borne out to a remarkable
degree the truthfulness of the words of
Dr. Wirt. We have seen, first through a
glass darkly and then clearly, that cer-
tain men wanted to supplant American
consfitutional government with a gov-
ernment founded on communistic prin-
ciples.

I am not here and now saying, Mr.
President, that these men have succeeded
or will succeed. The innate love of free-
dom, the tenacity with which a free peo-
ple have exercised their freedom of
speech, the very bigness of our big coun-
try, have made it impossible for us to be
taken too far along the road to totali-
tarianism, aithough our every move
seems to have been in that direction.

There is little doubt in my mind that
we have, as my distinguished colleague
from Colorado [Mr. Jounson] peointed
out more than a year ago, gone too far
down the wrong road. I have ample
proof of this simply by reading the recent
statements of American Communists, in
which they revealed clearly that they
were eminently satisfied with the way
things were going.

Now, of course, we have a new Presi-
dent, one of our former colleagues. I
do not for a minute believe that he is
going fo condone or cooperate with
American Communists. I have great
confidence in the Americanism of Presi-
dent Harry S. Truman and, like every
othér American, I am going to give him
my cooperation and offer for him my
prayers that he will rise to the great op-
portunity for service to America that lies
before him.

He revealed, when he was in the Sen-
ate, that he was truly American, nour-

ished in the soil of our great Middle-

West, and I have no reason fo believe
that he will change at this late date.
But, Mr. President, I do not think that
either the new President or the American
people can be warned too often regarding
the creeping collectivism that has been
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growing like a mold in this Nation—mno
doubt with the aid and comfort of the
American Communists and the fellow-
travelers, and in spite of all that real
Americans could do.

Therefore, not gratuitously, but as a
friend and a former colleague, I warn my
new President against the insidious wiles
of the American Communists and the fel-
low-travelers who have become im-
bedded, through the years, in high places
in our Government.

Let me recall to the Senate and to the
new President that less than 3 months
ago, most loyal Americans were dis-
turbed and amazed to learn that the
United States Army—which for all the
years had refused to let a man serve as
an officer who had advocated the over-
throw of this Government—had changed
its regulations to allow Communists to
be commissioned. Mo one yet has ex-
plained who ordered this drastic change
of policy, or why.

When news items concerning this new
policy of the Army were carried recently,
most Americans were chagrined. They
said to themselves: “Perhaps this is not
true. Let me wait to see what the Army
has to say for itseli.’” Then, when the
Army spoke, the people were even more
chagrined. For the Army—on the basis
of the testimony I saw in the various
newspapers, reported by the Associated
Press, the United Press, and the Inter-
national News Service—is not only com-
missioning Communists as officers, it is
going so far as to try to excuse and ex-
plain away their Communism. It is try-
ing to whitewash the character of men
who have, at one time or another, been
committed to overthrowing the very
Government which the Army was estab-
lished to defend.

Here is what Earl Browder, president
of the Communist Political Action Asso-
ciation, said concerning the new policy:

We are—

He said recently—
gradually breaking down and dissolving the
barriers built up against us over a genera-
tion of the dominant forces in American so-
clety, as is witnessed by the action of the
United States Army in abolishing the old
discriminations directed against Commu-
nists.

We can confidently look forward to even
more fundamental and dramatic confirma-
tions of the correctness of the political path
which we mapped and entered upon last May
in our convention.

There we see, Mr. President, that the
Communists can boast of playing a vital
part in our affairs. Things were going
their way—and they had a right to be
proud. But no American has a right to
be proud. The Communists know that
the present fiscal policies of this Nation
can bring only chaos. They can gloat
over that fact. But no American should
view the approaching storm of inflation
with anything except soberness and a
resolve to stop it if possible.

The Communists, as we know, thrive
on mischief making. They are hoping
that all the wild schemes concocted in
one or the other of the bureaus are
bludgeoned through the House and the
Senate, for they love to fish in troubled
waters.



1945

Further, Mr. President, it is a matter
of public knowledge that pressure was
being put on our late President Roose-
velt to get him to revoke the deportation
order against that notorious Communist,
or former Communist—call him what
you will—Harry Bridges.

No doubt similar pressures will be put
on our new President, Harry S. Truman.
Let us believe—let us hope—that he will
not yield to these pressures. I trust that
he will not, but if he does give what
amounts to a go-ghead signal to
Bridges and all other American Com-
munists, the new President will do it over
the strenuous objection of Members of
Congress of both parties, as well as the
objections of such organizations as the
American Legion and the Veterans of
Foreign Wars, and over the protests of
our brave soldiers in every part of the
world, as well as many patriotic citizens
throughout this broad land.

The latest effort to cancel deporiation
in the Bridges case is based, it appears,
on the supposedly grand job he is doing
in moving war materials from west-coast
ports. The facts do not support the so-
called excellent war job Bridges and his
underlings are supposed fo be doing on
the west coast. :

Quite the contrary, Mr. President, the
facts indicate that the famous Harry
Bridges slow-up campaign, begun long
ago to spread the work and to increase
the number of union men under him, is
being continued right down until today,
and has continued all during the time
we were supposed to have been suffering
a terrible manpower shortage.

Let me read to the Senate the follow-
ing schedule of weight tonnage of cargo
lifted per gang in the various ports in the
period between July and December 1944,
as shown by official War Department
reports:

Tons
Tos Angeles, Calif. oo crcrernnanmnaan 12,2
San Prancisco, Calif. - o ccem oo 1238
Seatile, WaBB. . e et e 14.1
New Xork, . ¥ e e 16.6
Boston, Mass ___ o250
Charkeston, B €L 15.7
New ONleanE Fa. o cdaaiGir e b 20.6

As is readily apparent to anyone
studying these figures of tonnage lifted
per gang, the Harry Bridges slow-up
stands out like a sore thumb at Los An-
geles and San Franecisco ports. These
figures indicate approximately one-third
less cargo moved per gang by west coast
longshoremen under Harry Bridges than
in the other larger ports, which are
unionized, but are not under Harry
Bridges. .

This is hardly a record to which the
friends of Harry Bridges can point with
pride, If the President thinks the peo-
ple of this country will swallow any beau-
tiful words about Bridges' war work in
the face of these figures, which come
from official sources, he certainly mis-
judges the intelligence of Americans.
And if the Democratic Party believes
that the people of this country will not
hold a revoeation of the Bridges deporta-
tion against the Democratic Party, then
in my judgment its leadership is sadly
mistaken,

Many Democrats, however, see the
danger inherent in Harry Bridges and
men of his type in the labor movement,

- needed reinforcements.
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or any other movement, I hasten to say,
and to say gladly, just as-many Repuh-
licans see the danger,

- With the approaching end of the
European coniflict in sight in the not-too-
distant future, all the accent will then be
on west coast ports as we continue the
war against Japan. Instead of the 700,-
000 tons a month sent from the west
coast, the tonnage total undoubtedly will
be increased to a million or more tons a
month. That increased load will not be
handled better under Harry Bridges—it
will be handled worse.

The hundreds of thousands of Ameri-
can boys serving in the Philippines, in
Iwo Jims, in Okinawa, have a right to
expect to get the materials of war in an
ever-ineresasing stream once the Euro-
pean conflict is ended. We will see to it
that they get this equipment and the
But it would he
a slap in the face of every American
fighting in the Pacific to grant a reprieve
to Harry Bridges, who was working to
overthrow our American Constitutional
Government before this war, and whose
efforts toward this end have not dimin-
ished, kis words and the words of his
voluble friends to the contrary notwith-
standing. ¥

Mr. President, I think there are few
who will disagree with me when I say
that Harry Bridges is a Communist. No
informed American would say that I was
calling him a Communist just to pin a
label on him. Harry Bridges certainly
would not disagree with the statement
that he, at least, once was a Communist.
He has admitted as much. Everybody
knows cthat I am not simply labeling
someone maliciously and for the fun of
it when I refer to Bridges as a Commu-
nist, for, if any man ever has been proved
to be one, then he is that man.

This question naturally arises in the

- minds of most Americans who hear the

facts in the Bridges case: Why has this
man been allowed to stay in this country
as long as he has? Why was he not de-
ported back to his native land long, long
ago?

The fact is—and everyone knows it—
that an American who believed in repre-
sentative government in similar circum-
stances in Russia would have heen
bounced back to America so fast he
would not have had time to say Vladi-
vostok, if be escaped with his life. Every
Senator knows that it is no reflection
on America that some of our newspaper-
men are persona non grata in Great Brit-
ain, or in France, or in various other
countries, at one time or another. There
are many namby-pamby people who say
that sending Harry Bridges back to his
native land would be interpreted as a
slam against Russia. This would be
humorous, Mr. President, if so many
people did not fall for such an obvious
fallacy. The fact is: Every nation has a
right to say who it will, or will not, accept
as citizens from other nations, just as
every nation has a right to close its bor-
ders to this or that newspaperman, this
or that business house, or this or that
represencative of a foreign party.

The answer to why Bridges has been
allowed to stay in America so long after
he has worn out his welcome cannot be
given in one sentence, for a variety of
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reasons have contribuied to his lengthy
overstay. !

Cne reason, I think we all agree, is
that the Communists have worked in and
out of season to keep him here. There
are many Americans who underestimate
the power of the American Communists,
in my judgment. They are always think-
ing of present-day Communists in the
terms of yesterday's conditions. Back
20 years ago, the Communists were &
raggedy-man group in America. They
worked in slums and in hobo jungles.
That was the period in which cartoonists
began depicting Communists as ill-kept,
hungry-appearing men with Iong hair.
But today’s Communists do not fit that
description, Mr. President. They oper-
ate in our best drawing rooms, they have
elaborate offices with pretiy seereiaries,
and they even go so far as to take advan-
tage of the best capitalistic adveriising
techniques,

The average American, who is busy
tending his farm, or working at his bench,
or running his business, has little time
to delve into the intricacies of commu-
nistic influence, where it is operating,
what the current party line is, or how
powerfully entrenched the Communists
are getting to be. He thinks—mistaken-
ly, I must say sadly——that the Commu-
nists of today are in a little group up in
New York City, safely cataloged by the
F. B. I. and safely isolated so that they
can be watched by all who desire to see
them.

Yet, we know, Mr. President, that the
Communists have scattered and that
they have infiltrated into the most re-
spectable organizations in the MNation,
including our very Government itself,

No wonder that Harry Brideges is still
with us, Mr. President. No wonder.

Another reason why Harry Bridges is
still with us, Mr. President, may be the
long-suffering of the American people,
or perhaps, their lack of knowledge con-
cerning the communistic menace within
our Nation.

I would not have anyone think that I
get up in the morning worrying about
Communists, suffer nervous indigestion
at lunch thinking of Communists, and
toss abed at night dreaming about Com-
munists. That is definitely not true,
But I do not fail, when freedom is at is-
sue in this body, or when important de-
cisions are being made in our land, to
try to isolete the Communist germ and
to see to what extent it is causing the
fatal illnesses that are creeping up on
our representative government. I think
it would be silly to worry all day about
Communists, but it would he just as silly
to think that they are no menace and to
forget about them. We must watch them
constantly, we must fight them constant-
1y, we must expose them constantiy.

The Communists do not ever rest in
their attempts to overthrow American
constitutional representative govern-
ment. We must never rest in our battle
to keep this constitutional representa-
tive government functioning.

It is unfortunate that I should have to
do so, but there are so many clever propa-
gandists who will claim otherwise that I
must now make it clear that I am refer-
ring to American Communists. I want
to make it clear that I am proud ibat
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our Nation is fighting with Russia in this
war and not against Russia. I want to
make it clear that I hope that our Nation
and Russia can remain at peace—can col-
laborate—through years and decades to
come, for the people of Russia have suf-
fered muech, and for them I have nothing
but unlimited praise and a great and un-
swerving respect.

I have the same respect for Great Brit-
ain, buf I do not want a king in this coun-
iry. I have the same respect for China,
but I do not want America to have a gen-
eralissimo who holds power by force and
gives up power only when he desires.

If anything I have said is construed as
an attack on the people of Russia, or the
Russian Government, it will be so con-
strued deliberately and with malice
aforethought. My remarks have been
directed against American Communists,
not Russian Communists. We are proud
of our military alliance with Russia, but
we want nothing of the Russian system of
government, nor do we intend to impose
our system on Russia.

And, although it may be superfluous, I
renew my pledge to this body and to the
people of this country to fight American
Communists wherever and whenever they
seek to enlarge their power. They have
more power than they have a right to
have now, and I, for one, will not give one
inch of ground to them, or to their will-
ing followers, ignorant or intentional, in
either major political party.

Mr. President, I now ask unanimous
consent of the Senate that I may be
excused from attendance until next Mon-
day, by reason of official business I am
obliged to attend to in Indiana.

The PRESIDING OFFICER. Without
objection, the Senator from Indiana will
be excused, as he has requested.

REDUCTION IN RESERVE REQUIREMENTS
OF FEDERAL RESERVE BANKS, ETC.

The Senate resumed the consideration
of the bill (8. 510) to amend sections 11
(c) and 16 of the Federal Reserve Act, as
amended, and for other purposes.

The PRESIDING OFFICER. The
question is on agreeing to the committee
amendment beginning in line 10 on page
4, to insert a new section 3.

Mr. THOMAS of Oklahoma. Mr.
President, I should like to have the pend-
ing amendment stated for the benefit of
the Senate.

The PRESIDING OFFICER.
amendment will be stated.

The Cnier CLERE. On page 4, line 9,
it is proposed to insert the following:

Sec. 3. All power and authority with re-
spect to the issuance of circulating notes,
known as Federal Reserve bank notes, pur-
suant to the sixth paragraph of section 18
of the Federal Reserve Act, as amended by
section 401 of the act approved March 9,
1938 (48 Stat. 1, 6), shall cease and termi-
nate on the date of enactment of this act,

Mr. THOMAS of Oklahoma. Mr.
President, I desire to make some sugges-

The

tions with respect to the terms of the bill

and the effect of the bill. The bill, if
enacted, will repeal two provisions of a
law passed in the early days of the pres-
ent Democratic administration. The bill
referred to was passed in May of 1933.
It was signed on the 12th day of May of
that year, It is known as an amend-
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ment fo the Agricultural Adjustment
Act. Itis an amendment which gave the
President his vast powers over money,
Those powers can be classified in four
divisions.

The first power gave the President the
right to negotiate with the Federal Re-
serve System to issue $3,000,000,000 in
Federal Reserve notes to meet maturing
obligations of the Government.

The second special power gave the
President the authority to issue $3,000,-
000,000 of Treasury notes, and to place
those notes in circulation.

The third power granted in that law
authorized the President to make a wider
use of silver. It gave him the power to
reopen the mint to the coinage of silver
at any ratio the President might have
seen fit to prescribe.

In the ancient days a ratio was estab-
lished between gold and silver of fifteen
and a fraction to one. The ratio was
popularly called “16 to 1.” It was prac-
tically that ratio. That ratio was main-
tained until silver was demonetized.
That ratio obtained until 1934 when the
President officially devalued the gold dol-
lar and reduced its content from 25
grains-plus nine-tenths fine to 15 grains-
plus nine-tenths fine. ;

The ratio which now exists between
gold and silver is something like 30 to 1.
But under the law which is on the statute
books the President today could fix the
ratio between gold and silver and then
he could open the mints to the free
coinage of such silver dollars.

The fourth power the law gave the
President was to revalue gold, which
meant to reduce the size of the gold
dollar, and by proclamation issued by
the President, the weight of the zold dol-
lar was reduced from 25 grains-plus to
15 grains-plus, or, rather, about a 40-
percent reduction in the weight and size
of the gold dollar.

The official act of the President had
the effect of increasing the price of gold
frem $20.67 an ounce to $35 an ounce.

Mr. President, I think the Recorp
should show that the Congress knows
what it is doing in passing this bill.

When the amendment was considered
by the Senate in the early spring of
1933 a very peculiar situation confronted
the couniry. From twelve to fifteen
million people in the United States were
unemployed. PBusiness was at a stand-
still, Prices were so low that producers
could not get back the cost of produc-
tion. The farmers were compelled to
sell their wheat at less than 20 cents a
bushel in my State of Oklahoma. They
had to sell their cotton for less than 5
cents a pound. They had to sell their
hogs and cattle at less than 3 cents a
pound. Work was nonexistent for labor-
ing people. As a result the price level
was very low. The national income was
very low, which meant that taxes were
not being paid. In those years we could
collect only about two and one-half bil-
lion dollars a year in taxes. People did
not have the money. Individual taxpay-
ers, as well as corporations, pay taxes
only on their net incomes. So the citi-
zen having no net income to speak of,
and many corporations having no net
income, they were not required under
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the law to pay income taxes. As a re-
sult, the Budget was not met and bal-
anced. s

In those days we had to resort to defi-
cit financing in order to obtain money
to pay the expenses of the Government.
It was under those conditions that this
original amendment was offered, and it
was under those conditions that the Con-
gress enacted that law. The purpose
of the law was to put more money in
circulation and to raise the price level.
To do so we had to reduce the buyin.
power of the dollar. In 1932 and 1933 the
dollar had a buying power of approXi-
mately $1.67. That meant that in order
to obtain a dollar to meet his tax hill,
or whatever his bill might have been,
the citizen had to produce and give up
goods or services to the value of $1.67.
People did not do so except when they
had to—for example, to keep their prop-
erty from being sold under foreclosure.

As a result, it was necessary to do
something. This was the means which
Congress adopted to raise the price level
by making the dollar cheaper, so that it
would not buy as much, To the extent
that the administration used the power
granted under the amendment of which
I speak, we had an improvement in con-
ditions. The moment the bill was passed
it became operative in the public mind.
Prices began to rise, and business began
to improve. It was better in 1933 than in
1932, better in 1934 than in 1933, and so
forth, until 1937.

By 1937 conditions had so improved
that the managers of money became
alarmed because it was feared that we
were reaching a point of dangerous in-
flation. At that time we had reduced the
value of the dollar to about $1.30. We
had raised the price level to about 80.
Those who had bonds and credits,
and who dealt in exchange—the big
banks, and many smaller ones—became
alarmed because it was feared that the
exercise of those powers might lead to
inflation.

At that time I was accused of being an
inflationist. While I denied that I was
an inflationist, I admitted that I wanted
to see higher prices; and to the extent
that I wanted to see higher prices, of
course, the claim that I was an infla-
tionist might have been justified. But at
that time I held as a goal, and have since
held as a goal, a 100-percent price level.
I wanted to go back to the basis estab-
lished in 1926. In 1926 the party in
power fixed a basis for the value of
money and a hasis for the price level at
100, with the dollar containing 100 cents
in buying power, which meant a price
level of 100. That was the price level
which was established in 1926, and dur-
ing what was known as the Coolidge era
of prosperity. That was my goal when
I offered the amendment in 1933. It was
my goal then, and has been my goal ever
sinee, until we attained the 100 percent
price level.

As I remember, we did not attain that
price level until the fall of 1943. It re-
quired a war to get the dollar down to
100 cents, and the price level up to 100.
When the price level reached 100, and
when the dollar value fell to 100 cents,
my goal had been attained. I did not
ask for more at that time. I have not
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asked for more from that time until this.
I am not asking for more now. -

We hear it said on every hand that we
ale now in a spiral of inflation, and that
we have vast inflation. Mr. President, I
categorically deny that statement. We
do not now have serious inflation.
Taking 1926 as a basis, in a period of
peace 8 years after World War No. 1 had
ended, a price level was established at
100. Today the price level is 5 percent
above what it was in 1926. It is only 5
percent higher, on the average, today,
than it was back yonder in the Coolidge
administration, during the year 1926.

Now we are at war. Had it not been
for the law which Congress enacted, and
which the executive branch has admin-

istered, I do not know where the price,

level would be. It would be much higher
than 105. So this bill comes at a time
when the conditions are exactly the
reverse of what they were when the origi-
nal law was enacted in 1933. At that
time we had a high-valued dollar and
a low price level. Now we have a low-
valued dollar, worth only 95 cents, and a
price level 5 percent above 100. So the
occasion for the retention of the two
provisions in the amendment of 1933
does not exist. The reason for their
enactment has disappeared. We have
attained the objective which those two
provisions sought to assist in attaining.

Now that we have a price level above
100, there is no particular reason, so far
as I know, to keep those two provisions
on the statute books; and so far as I am
concerned, it is entirely agreeable to me
to repeal the power given the President
to issue $3,000,000,000 in Federal Reserve
notes and an additional $3,000,000,000
of Treasury notes.

In 1933 we had only about four and
a half billion dollars of money in circu-
lation. At that time we had gold in cir-
culation; we had silver dollars in ecir-
culation; we had gold certificates in
circulation, and silver certificates in cir-
culation. We had Treasury notes of
1880. We had national bank currency.
We had the old-fashioned Treasury notes
called Lincoln greenbacks. We had Fed-
eral Reserve notes, and Federal Reserve
bank notes. In 1933 we had in existence
more than 5,000 kinds of national bank
notes. So at that time we had actually
in circulation in America more than
5.000 different kinds of money.

This administration has sought to
correct that situation somewhat by tak-
ing out of circulation more than 5,000
kinds of money. The administration
has called in all the national bank notes,
In those days every national bank had
the right to have its own notes issued.
It could procure some 2-percent Panama
bonds, deposit those bonds with the
Treasury Department, and receive in
national bank currency 95 percent of the
face value of the bonds. The bank
could have the picture of its home insti-
tution and the name of the town printed
on the face of the notes. The bank
president or cashier signed the notes.
At that time there were more than 5,000
banks in existence, and each bank could
have its own money. Most of them did.
So there were more than 5,000 forms of
national bank notes. Those have béen
recalled,
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As I stated, we had only four and a
half billion dollars of all kinds of money
in circulation in 1926, Now we have
more than $26,000,000,000 in circulation.
There is now in circulation $26,0000,000,-
000 of real money.

In 1933, when the original law was
enacted, part of which it is now pro-
posed to repeal, we had only about $43,-
000,000,000 of deposits in the banks of
America. At that time all the banks to-
gether had only about $43,000,000,000 on
deposit. Now the banks have more than
$143,000,000,000 of deposits. If we add
the $143,000,000,000 of deposits and the
$26,000,000,000 of real money, we have
a total of approximately $170,000,000,000
of money in the banks, in the pockets of
the people, and in safe-deposit boxes.
Of course, that is very inflationary.

This bill is still more inflationary.
Coming at a time when we have $29,000,-
000,000 of real money in circulation, and
$143,000,000,000 of deposits—and I am
not criticizing it for that reason, because
we are at war, and I believe that what
we are doing is necessary—I make the
flat statement that this is the most in-
flationary bill that has come before the
Congress in 100 years. If any Senator
wishes to challenge that statement, I
pause for the challenge.

Mr. TAFT. Mr. President, will the
Senator yield?

Mr. THOMAS of Oklahoma. I yield.

Mr, TAFT. I would be glad to hear
the Benator’s reasons. As I stated, I
think it is the result of inflation, and not
the cause.

Mr, THOMAS of Oklahoma. We are
caught at a time when we cannot help
ourselves. The Senator -from North
Carolina made a statement a while ago
which explains the matter somewhat.
We cannot levy sufficient taxes and sell
enough bonds in any one year fo pay all
our bills. So we have to put bonds in
the bank and then authorize the Treas-
ury to write checks against the credit
thus created. That is why the sale of
bonds is inflationary. That is why we
have in the Treasury of the United
States deposits in the vast amount of
$143,000,000,000.

Mr. President, there is only one point
in the whole philosophy of money about
which there is serious controversy. That
is whether the issuance of credit money
has the same effect upon prices as the
printing of currency or the coining of
gold. There are in this couniry a few
people who believe that the creation of
deposit money has the same effect upon
prices as does the printing of currency
by the Bureau of Engraving and Print-
ing and placing such money in circula-
tion. They say the issuance of credit
money has the same effect on prices as
the coinage of gold would have. If any
Member of the Senate believes in that
philosophy, I should like to have him
make it known, because I am prepared to
show, I think, that those who maintain
such a viewpoint are in error.

Credit money is the least inflationary
of all the kinds of money we have. Cur-
rency money is the next least inflation-
ary. Gold is the mest inflationary. I
will state my analysis of this matter, and
then we can see whether anyone will be
able to dispute it.
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Under the present law, 1 gold dollar
is sufficient to authorize the issuance of
$2.50 of currency. One gold dollar will
support $2.50 in currency. In other
words, each dollar in currency has 40
cents' worth of gold behind it. The bal-
ance must be in the form of collateral
notes or United States bonds.

Very well. The gold dollar is 100 cents.
Forty cents of that dollar will back 1
dollar in currency. The next 40 cents
will back a second dollar, and the re-
maining 20 cents will back 50 cents in
cuirency. So -today 1 gold dollar wiil
back or support, under the law, $2.50 in
currency.

Under banking practices the banks can
draw on their reserves in the Federal
Reserve banks and can expand their de-
posits to the extent of $10 in credit for
every dollar of currency they have on
deposit with the Federal Reserve banks.
That means that under the present law
one gold dollar will sustain $2.50 in cur-
rency, and each dollar in currency will
sustain $10 in credit, which will be $25
in credit for each $2.50 in currency. By
addition we find that $1 in gold will back
a total of $27.50.

What can a currency dollar back or
support? It is good for $10 in credit.
What can a credit dollar back or sup-
port? Actually such a dollar does not
exist except in ink on some banker’s
hooks. If stands behind nothing. Hence
the credit dollar is the least inflationary
of all the kinds of money we have. That
is the reason why bankers do not espe-
cially object to the expansion of the
amount of credit money in circulation.
But when we start to print notes and
blace them in circulation, then comes {he
complaint, because each currency dollar
can sustain $10 worth of credit.

Under the pending bill, $1 in gold would
have to support $4 in currency. The gold
dollar has 100 cents, Twenty-five cents
in gold would support a dollar in cur-
rency, which means that under the
bill, if enacted, $1 in gold would sup-

- port $4 in currency, and each currency

dollar would support $10 in credit. So
if the bill is enacted into law, instead of
having one gold dollar stand behind
$27.50 of currency, one gold dollar would
stand behind $44 of currency and credit
money. That is certainly infilationary.
Some years ago I was called an inflation-
ist because I proposed a 40-percent in-
crease in money. The pending bill pro-
poses a 62'z-percent increase. I am not
complaining, because I think it is neces-
sary. We must either do that or force
the Treasury to discontinue the issuance
of currency and credit on the basis of
the maintenance of a gold reserve.

The authorities who deal with the
financial system are of the opinion that
if we reduce the gold backing to 25 cents
for each dollar, we shall have enough
gold to sustain enough currency, and
enough currency to sustain enough
credit, to pay our bills in this war.

So I am not complaining because the
bill proposes to repeal two provisions of
my amendment which was adopied in
1933. I am not opposed to the bill which
is before the Senate, except I want the
Senate to know exactly what it is deing.
The bill is the most inflationary ocne
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which has been seriously considered by
the Congress in 100 years.

Mr. President, there is only a small
amount of gold in the world, We have
lost £2,500,000,000 worth of our gold in
the last 3 or 4 years. At one time we had
approximately $23,000,000,000 worth of
gold. We now have only a little more
than $20,000,000,000 worth of gold. No
one knows how much gold there is in the
world. In 1940 the most accurate esti-
mate which could be arrived at by those
whe had the best facilities for making an
_estimate was that-there was $28,000,000,-
000 worth of gold in the world. That
was all the gold the experts could locate.
In that same year we in the United
States - had approximately $20,000,000,-
000 werth of gold.

The production of gold throughc:t the
world has amounted to approximately
$1,225,000,000 a year. It was not that
much in 1944. Probably it will not be
that much this year because of a shori-
age of manpower and a shortage of
machinery. Making allowance for the
increased production since 1940, the esti-
mate of the amount of gold in the world
today which could be used for money is
approximately $33,000,000,000 or $34,-
000,000,000. That is all the gold there is
in the world. If we have $26,000,000,000
worth of currency in circulation, we have
$143,000,000,000 worth of credit money
in cireulation, and there is only $33,000,-
000,000 of gold in all the known world.

Mr. President, I suggest that that is
not sufficient gold properly to support
the currency not only of this country but
of all the rest of the world. Iknow that
nations can get along with almost any
kind of mwoney within their own terri-
tofial limits, and some of them do use
practically anything for money. I can
show some types of money which are
now in circulation in various parts of the
world. I hold in my hand what is money
in Italy, a lira. That money was printed
in the United States. When we went to
Europe and entered Italy, we had plenty
of that money to give to the boys in our
Army and to use in paying our bills there.
At that time it was good money. It is
good money now, over there, so I under-
stand. It is the kind of money which
would be in circulation in this country if
Italy had taken over this country or if
Germany had taken over this country or
if Japan had taken over this country. It
is the kind of money we would have in
our pockets today if any of those na-
tions had done to us what we have al-
ready done to them.

Here is a German 100-mark note. Af
one time it was good money. It is the
kind of money which is in circulation in
Germany. In this country it is worth-
less, and it is worthless anywhere else
in the world except in the lands domi-
nated by Germany.

I also hold in my hand some money
issued by one of the great cities of the
United States. I will not mention the
name of the city. It looks like money.
Fifteen years ago it served as money; it
operated as money in a great city. So I
say that, locally, almost anything can
be made to serve as money.

Here is a piece of Nicaraguan money.
It is a 25-centavo piece. In Nicaragua
the unit is worth 20 cents in our money,
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so this 25-centavo,_piece would be worth
a fourth of a unit, or 5 eents, in American
money. In Nicaragua it is worth a nickel.
Here it is practically worthless.

Here is some prosperity currency. is-
sued in one of our neighboring countries.
Here is some Mexican money—10 pesos.
All this money loses value outside of the
country which issues it. Money that is
recognized outside of the country or ter-
ritory issuing it must have something
back of it.

Mr. President, at the present time we
recognize only gold as backing for our
money. There is only $33,000,000,000 in
gold in all the world with which to
back all the money of the world. I can
see no reason why the countries of the
world cannot agree on a policy of using
both gold and silver as money. The first
dollar ever coined in this country was a
silver dollar. The first unit of money
ever established in the United States was
the silver dollar. We retained the silver
dollar from its inception back in ap-
proximately 1790, until 1873, as I recall,
when silver was demonetized.

Many persons think that the country
is literally running over with silver, but
that bellef is a fallacy. As a metal, silver.
is scarcer, relatively, than is gold.

Mr. President, since time began, so far .
as we have any knowledge, we have-
mined only approximately 10,000,000,000
ounces of silver, Of that quantity a few
years ago we had some 3,300,000,000
ounces. The Secretary of the Treasury
has testified that he scraped the world
and he collected about all the silver that
he could find. If he made an honest ef-
fort to get the silver, and I believe he did,
there is not much more silver left than
3,300,000,000 ounces which we once held.

Mr. President, if that is true, and I
believe it is, silver is not a dangerous
surplus commodity. It is scarcer than
is gold. At one time, silver production
was 16 times in weight that of gold, but
now it has dropped down to 7 or 8 times
the weight of gold. If we have a free
economy. again, as we shortly will have,
and silver is turned loose upon the world
market, it is my bellef that it will in-
crease in value in terms of gold, so that
silver will be worth as much as gold,
relatively speaking.

Silver, being so scarce, there is not
much in circulation. Neither silver nor
gold is in circulation to any extent.
Silver is bulky and heavy, and people
do not care to carry around with them
heavy silver coins. Inasmuch as bhoth
gold and silver have been used for money
throughout the ages, and inasmuch as
the demand for money has vastly in-
creased, there should be a greater pro-
duction of both gold and silver. If the
people are unable to get gold, they want
silver. If they are unable to get silver,
they want paper, and paper, as a rule,
is good only in the country where it is
issued.

So, Mr. President, when the Bretton
Woods proposals come before the Sen-
ate for consideration I shall propose an
amendment providing for a wider use of
silver in our monetary system. I think
that it is necessary that we do some-
thing along that line, or reduce the size
of our gold dollar. The present gold
dollar is too small in its gold content
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to be coined. If the present content
of the gold .dollar were to be measured
it would approximate the size of the lit-
tle fingernail and be not greater in
thickness. A coin of such size cannot
be handled efficiently.

Mr. President, inasmuch as siiver is a
precious metal, and inasmuch as it has
heen used and is being used for money,
and inasmuch as silver and gold may
both be placed in central banks as bul-
lion, and not as coin, I can see no reason
why we should not continue to use our
silver along with our gold, as a backing
for our currency.

We have found that silver is valuable
not only for money, but for other pur-
poses, as well. The war has demon-
strated to the world that silver is a val-
uable war metal. Fortunately, we had
a large stock pile of silver at the begin-
ning of the war. It had been accumu-
lated strictly as a result of legislation
enacted since 1933. When the silver pile
had been accumulated it was not needed
for money and the silver was loaned to
other nations to be used in their coinage
systemsand in the war effort.

So, Mr. President, at a later date an
amendment will be submitted to the Sen-
ate proposing to use our silver on a rea-
sonable and sound basis as a backing for
the currency which we must have, and

_will have, with which to transact our

business, pay off our war debts, and sus-
tain this great Republic. "

As 1 have already stated, I have no
objection to the repeal of the two pro-
visions of the law which were enacted
in 1933. I have no objection to the pend-
ing bill because, in my judgment, we must
either enact such legislation or force
our Government to issue money in spite
of the law which now requires 40 percent
of gold as a reserve behind each dollar.

Mr. JOHNSON of Colorado. Mr.
President, in the spirit in which the Sen-
ator from Oklahoma has addressed the
Senate, I desire to speak on the subject
of the pending measure, my objective
being that the country may be more fully
informed about the bill which the Sen-
ate is asked to enaet.

Mr. President, we are approaching the
vortex of an economic whirlpool which
threatens the future peace and -pros-
perity of our land. The speed with
which we are whirling has been so greatly
accelerated that we no longer have time
to take more than a glimpse at the prob-
lems which are pushing us toward deteri-
oration and possible destruction.

The economic factors which influence
our lives are being distorted and muti-
lated day by day to such an extent that
confusion holds us in its firm grasp. I
realize, as does every other Senator, that
the emergency of war compels us to com-
mit extreme acts, but today too many
crimes are being committed against the
American people in the name of the war
effort.

The pattern set forth by the founding
fathers in the Constitution of the United
States has been tinkered with so much
that at times it has become almost un-
recognizable. Among the purposes of the
Constitution is one which constantly af-
fects all our people. The one to which
I address myself at this time has never
been amended, but has often been falsely
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interpreted’ and grossly miscalculated.
In these times of artificial prosperity we
rejoice with reverence for the valor of
our fighting men on all the earth’s bat-
tle fronts. As we await anxiously the
finale of the greatest tragedy in all his-
tory, Congress is urged to take summary
action on a proposal which will prove
disastrous in the future uniess it be
modified.

Mr. President, we Members of the Con-
gress are busy people. Committess are
meeting frequently, and for long periods,
in the consideration of proposals of great
divergency, affecting the future well-
being of our people. There is not ample
time to give adequate consideration to

proposals. It is difficult to weigh their
future effect. There is little time for
research.

Today we deal in astronomical fig-
ures—in billions of dollars—in providing
armies and navies, and feeding the peo-
ples of the countries which are over-
ridden by degenerate maniacs who have
been imbued with false philosophies
through which they have sought to con-
trol the destiny of the world.

We are living ' in an age of easy
money—excessive paper currency—low
interest rates, swelling bank  deposits,
enormous debt structures, and abnor-
mally high national income. It is no
wonder that questionable monetary pro-
posals are receiving so little attention.

Article I, section 8, paragraph 5, of the
Constitution provides that Congress shall
have power “to coin money, regulate the
value thereof, and of foreign coin,” and
so forth. On November 1, 1893, under
this power, a monetary policy was es-
tablished by the Congress from which
I quote the following:

And it is hereby declared to be the policy
of the United States to continue the use
of both gold and silver as standard money,
and to coin both gold and silver into money
of equal intrinsic and exchangeable value,
such equality to be secured through inter-
national agreement, or by such safeguards
of leg!slanon as will insure the maintenance
of the parity in value of the coins of the
two metals, and the equal power of every
dollar at all times in the markets and in
the payment of debts. And it is hereby
further declared that the efforts of the Gov-
ernment should be steadily directed to the
establishment of such a safe system of bi-
metallismm as will maintain at all times the
equal power of every dollar coined or issued
by the United States in the markets and
in the payment of debts (28 Stat. 4, ch. 8).

I wish to invite the attention of the
Senate to the fact that the Constitution
was adopted by the original 13 States in
convention on September 17, 1787. That
was 63 years before the first far Western
State, California, was admitted to the
Union; it was T1 years before Oregon, the
second far Western State, was admitted
to the Union; it was 7T years before Ne-
vada, the third, was admitted to the
Union; and 89 years before my State of
Colorado, the fourth far Western State,
was admitted to the Union. I mention
these important historical facts in order
to show clearly that no far Western State
had a voice in framing any of the pro-
visions of our great Constitution, in-
cluding that important one which vested
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in Congress the sole power to coin money
and regulate the value thereof.

When the law of November 1, 1893,
wes enacted, there were only four addi-
tional Western States added to the Union
which produce the precious metals in any
abundance. The great preponderance of
votes at that time were cast by Senators
and Representatives from the East, the
South, and the Middle West.

The latest recommendation of the Fed-
eral Reserve Board tends to scrap, in
part, the monetary policy of our Govern-
ment, the policy established by our saga-
cious forefathers after prolonged delib-
eration. The Faderal Reserve System,
established only 32 years ago, has as its
Chairman of the Board Mr. Marriner S.
Eccles, who a few days ago before the
Senate Banking and Currency Comimit-
tee, in reply to a question by the Senator
from Utah [Mr. Murbock] as to whether,
in his opinion, we could very well suspend
the gold reserve requirement altogether,
answered:

Very, very well. I feel that we certainly do

not need to impose on ourselves these re--

serves; and if we'did not choose-to impose
reserves, we could suspend the reserve re-
quirement altogether, such as the British and
Canadians and every other country in the
world has done, and they have done it very
successfully.

The Sensator from Utah said:
I doubt it very much.

Then Mr. Eccles stated:

Very well. I would like to see it done.
However, since we have the gold, I am per-
fectly willing not to argue the logic of it, but
to pay that much respect to orthodoxy; but
if we can get 25 percent gold reserve, it will
take care of the needs for some time to come,
and it is acceptable generally to bankers and
people who have an idea that there is some
mystical form of security in gold. We are
the only country left that still has the
archaic idea of maintaining a gold reserve
back of our currency.

They [other countries] have no need for
the gold, and they do have a need for the
dollars that it will buy and the goods that
those dollars will buy, which is a thing they
want in the end.

Mr. President, I cannot understand
how a man who occupies a position of
such high rank and responsibility can
with such profound audacity make such
a statement unless he is in possession of
conclusive proof. He referred to “bank-
ers and people who have an idea that
there is some mystical form of security
in gold.” I assume we are at liberty to

conclude that he implies that the “bank-

ers and people” who agree with him
comprise a majority, or at least a sub-
stantial proportion, of bankers and peo-
ple of the United States. We might
assume that he could speak for some
bankers, but I am very doubiful if he
can speak for more than a few personal
acquaintances among the people of the
United States. The people, in my opin-
ion, once they understood his devotion to
printing-press money, would never sup-
port his philosophy.

Suppose we examine for a moment
a statement made by Mr. W. Ran-
dolph Burgess, president of the Ameri-
can Bankers’ Association, before the Sen-
ate Banking and Currency Committee a
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few days after Mr. Eccles made his start-
ling declaration. Replying to a ques-
tion by the Senator from Utah, “Is it a .
fair inference from your statement, Mr.
Burgess, that you do favor a metallic
base behind our currency?” Mr. Burgess
said, “I do.” He then added:

You see, I have had large banking axperi-
ence, but the thing I come hack to in the
long run, and the thing I think was omitted
from Mr. Eccles' testimony, if I might say
50, is the human reaction involved.

If the chairman will permit me, I would
like to say that when the Social Security Act
was passed, providing for pensions and for
unemployment insurance, millions of people
throughout the United States were relieved
from worry, were relieved from concern about
their future, which is to explain that it had
great human, value,

Now, I. want to suggest a very radical
thing—

- Continued Mr. Burgess—

and that is that gold has a social-security
value, because it relieves people of worry, is
a guaranty of the integrity of their money.
It means that the bondholder knows his
money at least has something back 'of it
that is going to hold the price so i won't
becorne worthlesd!” I ‘am ‘a ‘hard-money
person.

I would call the statement of Mr. Bur-
gess conservative in comparison with the
declaration of Mr. Eccles. Mr. Presi-
dent, a few years ago the same chairman
of the Pederal Reserve Board complained
because of the excess reserves that were
at that time being built up as a result of
large acquisitions of gold and silver.
Now we find that we are short of gold;
that is, we do not have enough gold to
serve as adequate backing for the paper
money issued by the Federal Reserve
System., One of the reasons for this
shortage of gold is the closing of our
gold mines in 1942 by the War Produc-
tion Board.

At the time when there was never &
greater need for expansion of currency
and credit in the United States in order
to finance the production and transpor-
tation of our colossal war munitions and
materials program needed by our armies
and navies and by our allies, the War
Production Board very stupidly deter-
mined that gold production must take a
holiday. This short-sighted policy is the
result of impulsive consideration and ac-
tion and lack of coordination with the
fiscal and monetary authorities who
must have foreseen the necessity for a
great expansion of currency and credit
in order to finance the war. There being
a shortage of men for the production cf
copper, it was decided to stop gold pro-
duction so that- gold miners could be
made available for copper production.
That was a grand theory, but it did not
work. Not more than 10 percent of these
gold miners thus thrown out of work ac-
tually went to work in copper mines.
Most of them found employment in ship-
yards and munitions plants, where high-
er wages and better working conditions
prevailed.

This war cannot be won without men,
materials, and money. If we are going
to weaken our paper money by diluting
it—that is by reducing the amount of
gold behind every doilar from 40 fo 25
cents—we will be following a course that
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will lead, as I stated before, to deterio-
ration and destruction.

Mr, BAILEY. Mr. President, the point
the Senator has just made is that those
stocks are reduced because we suspended
operations in the mining of gold. I have
the figures here. Our domestic produc-
tion of gold has never been more than
$170,000,000 in a year, and as late as 1942
it was $125,000,000, in 1941 it was $170,-
000,000, and in 1934 it was only $92,000,-
000. I do not see that the resumption
of the mining of gold would add a great
deal to the gold stock.

Mr. JOHNSON of Colorado.
add something.

Mr. BAILEY. It would add a little,
but not a drop in the bucket compared
with what we need.

Mr. JOHNSON of Colorado. That, of
course, may be; but every bit deleted
from the gold supply makes the situa-
tion that much worse. It is one of the
contributing factors.

Mr. BAILEY. It is one of the small-
est contributing factors. It amounts to
about $100,000,000, and the gold stock at
the present time is $20,000,000,000. If
the Senator will figure that in terms of
percentage, he will see that it is not 1
percent.

Mr. JOHNSON of Colorado. But it is
an annual deletion. Over a 4- or 5-year
period it would amount to a good deal.
As I understand, the world produces
about a billion and a quarter dollars in
gold a year. About one-fourth of that
is produced on the North American Con-
tinent.

Mr, BATLEY. I may say to the Sen-
ator that the net gold imports run from
$1,133,000.000 to as high as $4,000,000,000,
in 1940.

Mr. JOHNSON of Colorado. That, of
course, was not from current produetion;
th?c'i; was from accumulated supplies of
gold.

Mr. BATILEY. I was speaking just now
of the domestic gold production, and my
point is that if the mines had been oper-
ating at full tilt from the very best esti-
mate we would not have gained over
$400,000,000 in gold in the last 4 years.
JFour hundred million dellars in gold is
‘what percentage of $20,000,000,000? I
shall not figure it, but it is a very small
percentage.

Mr. JOHNSON of Colorado. I think
it is probably a great deal more than the
Senator estimates.

Mr. BAILEY. The figures are not esti-
mates; this is an analysis of changes [a
the gold stock of the United States, found
on page 242 of the Federal Reserve Bulle-
tin. It is official; it is not an estimate.

Mr. JOHNSON of Colorado. If the
Senator will multiply a billion dollars of
gold by two and a half, he will see that
it runs into a considerable amount of
currency.

Mr, BAILEY.
it is still more.

Mr., JOHNSON of Colorado. Yes; but
the law provides for multiplying it by two
and a half, the reserve being 40 percent.

Resuming the thread of my discourse,
this war will result in the deterioration
of the moneys of many countries and the
total destruction of others. We must
not allow that to happen ta the best

It would

If we multiply it by 10
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money in the world, the United States
dollar.

Let us examine another phase of fhis
proposal. There is no interest charge
on the gold that backs Federal Reserve
notes and deposits. If the amount of
gold backing is reduced, it will be neces-
sary to fill up the gap with interest-bear-
ing collateral, the interest on which
would result in another burden upon the
already overtaxed public. Who gets the
interest? The Federal Reserve banks.
Their subsidy would thereby be increased.

It may he that Mr. Eccles realizes that
the Federal Reserve System would be
criticized, and justly so, for recommend-
ing such an increase in the already large
Government subsidy in behalf of banks,
for he stated before the Banking and
Currency Committee, when that question
was raised:

If you wanted to, you might very well issue
them without anything back of this cur-
rency, anything back of the Federal Reserve,
as I have advocated for a long time, and as
I did advocate when the Banking Act of 1935
came along, that we eliminate the collateral.
It passed the House at that time.

Mr, Eccles, therefore, recommends that
our currency be issued on a fiat basis,
without gold or collateral, the kind of
paper money which Germany issued
after World War No. 1 and which led to
complete destruction of its money and to
repudiation of its reparations and all
other obligations.

Mr. Eccles continued:

We are practically the only country in the
world that really regquires collateral back of
Federal Reserve notes at all, So, if you want
to, why not cut off the collateral, the Govern-
ment bonds back of the money, and go ahead
like almost every other country in the world
does. It is a serious waste of money and an
entirely unnecessary one.

Why have gold or collateral back of your
currency? This is the currency of the United
States Government, and they are the backers
of that money. Why have any collateral
back of that?

I agree with my colleague the Senator
from Colorado [Mr. MiLLigIN], who said:

I must take issue with you, I think, Mr.
Eccles, when you argue that the monetary
unit, whatever it may be, can be pushed
around in the stratosphere independent of
its own value, that you are arguing—I say
most respectfully—economic nonsense.

Upon further examination I find that
Mr. Eccles stepped so far out of bounds
as to state that gold and collateral are a
handicap to our paper currency, when
he said:

As a matter of fact, the fact that we have
back of our currency gold or securities in no
way alds this country. y

Then he made this statement, which
he afterward deleted:

But I think it has been detrimental in that
it has hampered the proper handling of that
currency. Whether or not you have backing
to your currency in no way restricts the is-
suance of the currency—it in no way restricts
its issue. I want to emphasize thet.

I want to emphasize that. The Chair-
man of the Federal Reserve Board has
even deplored the fact that we have gold
and Government bonds back of Federal
Reserve notes.
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Mr. President, can we sit idly by and
countenance this absurd concept of
futuristic monetary degeneracy? Most
of us remember full well the cataclysmic
result of Germany's financial collapse
following World War No. 1. Of course,
there is a difference of purpose. Ger-
many’s economic downfall was premedi-
tated.

I will not accuse Mr. Eccles of having
any such ulterior motive. Isimply do not
believe his judgment is sound. I cer-
tainly do not want to have remain in his
hands the management and contirol of
the money issue of the Federal Reserve
System without gold and collateral
security to support it.

By contrast Mr. Burgess, when asked
the question, stated that the fact that
the dollar is the most desirable and best
money in the world today is largely due
to the gold backing behind it and to our
marvelous productive capacity and our
democracy. :

When asked if he agreed that if we
should ever reach the point when we no
longer have a metallic reserve at all the
Government might still issue its own
money, he said:

Yes. I think that a part of the whole
question is a drift toward totalitarian gov-
ernment throughout the world. One of the
questions in connection with that is money
management and exchange control; and if

you can control that you can control the lives
of the people.

Mr. Eccles states that:

Confidence in Federal Reserve notes is well
established, and whether the amount of gold
back of the notes is 40 percent or 25 percent
makes no practical difference. As a matter
of fact, the public accepts and has accepted
Federal Reserve bank notes without any
differences,

He seems to lose sight of the fact that
the public has not had an opportunity
to pass judgment on his proposal to
change the requirement for 40 percent
gold and 60 percent collateral hehind
Federal Reserve notes. How is he in a
position to judge as to what the public
thinks of his proposal to reduce the gold
reserve to 25 percent and to increase the
collateral backing?

He is not in touch with the public. He
deels only with banks, and I have already
shown that Mr. Burgess, a practical
banker and president of the American
Bankers Association, is not at all in
accord with him on this and other more
vital points.

Mr. Burgess stated, “I think gold is of
very great value” as backing for our cur-
rency, notwithstanding the fact that the
guarantee of the Government is also
behind it. He said:

History down through many generations
is to the effect that people do not trust their
governments 100 percent, and they like fto
have safeguards. e

I should like to know if Mr. Eccles has
ever circularized the banks of this coun-
try on the question of metallic reserves,
and with what result. It would be in-
teresting if Dr. Gallup were to take a poll
of the people on these two questions:

First. Do you consider it necessary or
advisable to have gold and collateral be-
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hind Federal Reserve paper notes for
reasons of security?

Second. Would you have the same con-
fidence in Federal Reserve paper money
if neither gold nor Government securities
support it?

Mr, President, unless the Congress
places some restraint on the Federal Re-
serve Board Chalrman in his effort to
dethrone gold from its traditional pin-
nacle of confidence and usefulness, I very
much fear that its failure to do so will be
construed as a capitulation and an indi-
cation of their willingness to experiment
in managed currency, which is, in my
opinion, foredoomed to failure. Until a
little over 10 years ago our currency was
redeemable in gold. Are we willing to
conclude that our experience during the
last decade has proven that we no longer
need gold reserves to support our paper
money? During that entire period our
budget remained unbalanced. Our ex-
penditures greatly exceeded our receipts,
resulting in an acceleration of our pro-
gram of deficit spending. Our indebted-
ness has expanded almost to the break-
ing point.

Mr. Eccles referred on two or three
occasions during his recent testimony
before the Banking and Currency Com-
mittee to the fact that Great Britain no
longer requires gold reserves behind its
paper currency. He failed to state that
Great Britain is today inselvent and is
facing the greatest trial of its existence
in an effort to recover its economic equi-
librium. Indeed, its position is nothing
short of precarious. Are we to pattern
our currency system after that of the
British Empire? The internal economy
of Britain can only lead to further repu-
diation of her obligations. Germany has
no gold reserves either. Should we fol-
low Germany's lead? If Great Britain
had sufficient gold today she would no
doubt be very proud of the fact, and
would not fail to remind the world of
the possession of such an asset. If Great
Britain had the gold today, she could
cancel much of her blocked sterling
which hangs so heavily over her head in
India, Egypt, and elsewhere.

We sympathize greatly with our friend
and ally, but I do not accept the fact
that because Britain is short of gold she
would overlook any opportunity to ac-
_ quire every ounce obtainable and to em-
ploy it as a reserve to support the pound
sterling. Nor is her predicament to be
confused and regarded as any criterion
after which we should pattern our cur-
rency system., In the first place, let us
see whether Great Britain has lost her
interest in gold. I will read two brief
paragraphs from the Economist of Jan-
uary 20, 1845, which indicate that Great
Britain is exerting very strenuous efforts
to get her hands on as much gold as pos-
sible, We are aware of the fact that the
Fconomist enjoys a close tie-up with the
British Government and may be relied
upon to express the official views of
Downing Street on banking and financial
matters, Its comments are as follows:

Many of the recent commercial and finan-
cial discussions hetween the British and
French Governments have hinged on the ex-

tent of France's willingness to pay in gold
for part, at least, of its past and accumulat-
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ing obligations to the sterling area. The
hinge has proved extremely stiff, and little
progress is as yet to be reported. The French
Government wishes. to place considerable
orders for raw materials, foodstuffs, and man-
ufactured goods in the sterling area. As-
suming that the goods and the required
shipping are available, the next problem is
that of payment. The French wish to make
their payments in sterling, of which they
have accumulated certain reserves as a result
of the measures for mobilizing French pri-
vate assets abroad. The British have hitherto
insisted that part of the payment for current
purchases should be made in gold, and have
furthermore suggested that certain earlier
debts, notably that arising from the opera-
tions of the Reynaud-Simon agreement,
should be met in gold.

According to the latest Bank of France
return the unencumbered Firenci gold re-
serve is equal to £427,000,000. The British
case is that some of this reserve should be
put into the common pool, and suffer some
of the fate that would have overwhelmed it
had there been no armistice in 1940, and had
the French gold and foreign assets not been
frozen by the Allied authorities. Britain,
which ran its gold and dollar balances to
within g few million of complete extinction
when lend-lease came to the rescue, argues
that some of its gold was spent in French as
well as British interests “and that a small
part of the loss might now be made good from
the substantially intact French reserve. The
argument is reinforced by the fact that to
glve France facilities to pay for substantial
imports frem the sterling area by drawing on
sterling balances might be construed as dis-
crimination in favor of France, and agalnst
far more substantial holders of abnormal
sterling. The French counterargument is
that France has suffered both physically and
morally far above Britain’s measure, and that
the whole of the available gold will be needed
to finance urgently needed imports from
hard currency countries after the war.

It would be interesting to ask Mr.
Eccles whether it would make any differ-
ence whatever in the stability of a cur-
rency of a foreign nation if that country
had and maintained a gold reserve of, let
us say, 40 percent. Or, I should like to
ask him if in his opinion a foreign coun-
try’s currency which had no gold backing
would be just as acceptable as one which
does have gold backing. I should also
like to ask him whether he would place
the same confidence in the future cur-
rency of Germany if there were ample
gold backing on the one hand and no
gold backing on the other. Most cer-
tainly he would have greater confidence
in the future currency of Germany if it
were backed by gold. I cannot under-
stand why any sound person, whether
he be educated in monetary economics or
not, would hesitate to give preference to
a currency that is backed by gold in con-
trast with one that has no metallic back-
ing., In my opinion, a currency, in or-
der that it may enjoy the respect and
confidence of other nations, must have
more than its government's stamp. It
must be more than the product of the
printing press. It is true that the gov-
ernment’s stamp gives it a status of le-
gality and genuineness, but the addi-
tional backing by gold gives to it an in-
trinsic value which it otherwise does not
POSSess. 3

Mr, President, there is much specula-
tion about returning to the gold standard
on a world basis, This question was dis-
cussed briefly by Mr. Burgess a few days
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ago at which time he stated in reply to a
question propounded by the Senator
from Arkansas [Mr. FuiBrigHT], “If I
had to guess, I would say that it would
come back to something that looked a
great deal like it.” He admitted thag
the British and other governments are
stating very positively that they are not
going back to the gold standard, and he
added:

But the British have built up their posi-
tion in world trade and in banking with the
pound based solidly on gold, and that hed a
fixed value. If the United States of America
pins its dollar to gold solldly, as I believe it
should, the British are going to find that
their position in world markets is slipping.
So they will find themselves pinning their
own pound to gold. I can see now why they
cannot commit themselves. If I were an
Englishman, I would not make commitments
on' exchange because they have a very hard
problem to work out. We are leaders™ We
have money and can lead the way, and if we
lead the way we will find a lot of other
people following us.

Unfortunately, there is much disagree-
ment among monetary economists. Even
among the economists who advocate a
return of the gold standard, there will be
found differences of opinion as to the
kind or character of gold standard they
prefer. We are operating today on a
quasi-gold standard du€ to the elimina-
tion of the redemption feature. I per-
sonally favor the gold standard with full
redemption of paper money in gold ceoin,
I think gold coin should be circulated,
and that our people should again receive
the full benefits of the gold-redemption
standard with its attendant stabilization
of currencies and confidence it inspires
among the people.

Some economists have doubts as to the
workability of the gold standard and
have been apprehensive of its practica-
bility. They have been influenced to a
great extent by the deterioration of world
economic stability due primarily to the
great depression and World War No. 2.
Again, they seem to feel that because
various governments have suspended gold
redemption of their paper currencies,
such occurrence has been concluded as
adequate reason for doubting the wis-
dom of reinstituting gold redemption.
Because they no longer see gold coin in
circulation, they are inclined to believe
that currencies can be managed success-
fully on a paper basis. Time will prove
their error.

Another argument against the return
of gold redemption has been predicated
on the abnormally large concentration of
gold in the United States, which has been
regarded by some as a plot on the part
of foreign countries to dump their gold
in this country. They probably thought
that our large gold holdings would even-
tually lend discouragement to those of -
us who advocate a return to a gold-
redemption standard. As a maftter of
fact, it is the one thing that promotes the
greatest confidence in our currency. It
must be borne in mind that during the
past 2}z years more than $2,000,000,000
of our gold has found its way into the
possession of other countries in the set-
tlement of our irade balances. Why
should these other countries prefer gold
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to our dollars? That is a question which
seems to me primary and fundamental.

Mr. President, I now desire to offer
three amendments limiting or modifying
the effect of the bill as reported by the
committee. I send forward the first
amendment and ask that it be stated.

The PRESIDING OFFICER. The
Chair is advised by the Acting Parlia-
mentarian thai there is a committee
amendment pending. Consideration of
the Senator's amendment at- this time
would not be in order.

Mr. JOHNSON of Colorado. What
amendment is pending?
The PRESIDING OFFICER. The

committee amendment inserting section
3, on page 4.

Mr. JOHNSON of Colorado. I wasad-
vised by the Senator in charge of the
bill [Mr. Wacner] that my amendments
would be in order. If he has no ob-
jection, I ask unanimous consent that
my amendments be considered at this
time. They will not conflict with the
amendments of the committee,

Mr. WAGNER. I have no objection.

/The PRESIDING OFFICER. Is there
objection to the request of the Senator
from Colorado for the immediate consid-
eration of his amendments? The Chair
hears none, and the first amendment
offered by the Sesnator from Colorado
will be stated.

The, LecisLATIVE CLERK. On page 2,
line 11, it is proposed to strike out *“25"
and insert in lieu thereof “30.”

On page 2, line 23, it is proposed to
strike out “25"” and insert in lieu thereof
'[30-”

On page 3, line 2, it is proposed to
strike out “20" and insert in lieu thereof
“25."

On page 3, line 3, it is proposed to
strike out “20” and insert in lieu thereof
st"l

On page 3, line 5, it is proposed to
strilte out “20" and insert in lieu thereof
495"

The PRESIDING OFFICER. Without
objection the amendments will be con-
sidered en hloc.

Mr. JOHNSON of Colorado. They are
all part of one amendment and could not
be separated, so the suggestion that they
be considered en bloc is quite proper.

The effect of this amendment is to
reduce the gold reserves from 40 percent
to 30 percent instead of from 40 percent
to 25 percent, as is provided in the pend-
ing measure.

Mr. Eccles admitted in his testimony
before the Senate Banking and Currency
Committee that the gold reserves would
probably be sufficient to provide 40 per-
cent backing for Federal Reserve notes
and 35 percent for deposits until the end
of 1945. That is, we could continue fo
operate as we are now operating, on the
present ratio, and at our present rate of
spending, until January 1, 1946.

It was also ably argued by Mr. W. Ran-
dolph Burgess, president of the American
Bankers Association, that a reduction in
the ratio of reserves to 30 percent agajnst
Federal Reserve notes and deposits
would probably take care of the situa-
tion until the end of 1946. Undoubtedly,
therefore, there is no need for a reduction
to 25 percent at this time, nor will there
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be for more than a year and a half. It
will not be necessary to so reduce the gold
reserves at that time unless the war is in
full progress on all fronts—that is, un-
less the spending continues at the pres-
ent rate of approximately $8.000,000,000
a month. For the current month it is
slightly more than $8,000,000,000.

I doubt if there is a Member of Con-
gress who does not believe that the war
will end in all theaters by December 1946,
Certainly no one doubts that the end will
come in Europe before the expiration of
1945. As soon as the European phase of
this war is ended, which I hope will not
be many weeks away, the demand for
currency will drop rather sharply. Pay
rolls will begin to shrink, unemployment
will increase, and there will begin a gen-
eral contraction of our wartime economy
which will continue for § months until it
reaches a point somewhere between 30-
and 50-percent reduction in our war-pro-
duction program. When the war in the
Pacific terminates, the demand for cur-
rency in circulation will be less than 50
percent of present requirements.

Granting that the arguments of Sen-
ators who are sponsoring this proposal
are sound, and that it is necessary to
reduce the ratio, I contend that it is not
necessary to reduce it all the way down
to 25 percent. If it is not necessary to
reduce it to 25 percent, then we ought not
to do so. If the war effort is not going to
require us to go that far down the scale,
we ought not to go that far down the
scale: We ought to leave all the barriers
that we can against inflation, and against
deficit spending in the postwar period.
As the Senator from North Carolina
[Mr. BarLey] stated in his colloguy with
the Senator from Ohio [Mr. Tart] a few
moments ago, the reduired ratio acts as
a barrier against deficit spending. At
least, that is the way I understood his
argument.

It seems to me that we should leave this
red light up. It is more than a red light.
The Federal Reserve System cannot pass
through that light. It is an actual stop.
The Federal Reserve System does not
have the choice of running through the
red light. It is stopped by the red light,
and I think if should be stopped by it.

During the war, when we have no
choice in the matter, we are willing to
do certain things that we cannot help
doing. But after the war there will be
a continued great demand for deficit
spending, and when we authorize the
reduction down to 25 percent, we are au-
thorizing a campaign of deficit spending
in fhe postwar period. I think we ought
not to do so.

Let us see what Mr. Burgess had to
say about this. He stated:

A 25-percent reduction would leave you
with $8,000,000,000 of excess reserves in the
Federal Reserve System. That means that
much gold that was not needed beyond what
was needed on 256 percent reserve against
deposits and notes.

The amount of expansion that might be
based on that is $#36,000,000,000, expansion of
currency and deposits of the Federal Reserve
System., The present amount of notes and
deposits is $38,000,000,000, and a drop to 25
percent would leave you in position to double
your whole structure, assuming you did not
lose any gold.
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Mr. President, is it necessary to go
that far? I claim it is not necessary.
There are no figures to show that it is
necessary. No figures have been pre-
sented by the committee to convince me,
at least, that we need to go =o far as a
reduction to 25 percent.

I read further:

If you lost a billion dollars of gold, you
could increase it $33,000,000,000, compared to
the present $38,000,000,000. If you Ilose
$2,000,000,000 of gold, you could increase it to
£30,000,000,000. That is the position if you
go to 25 percent. If you go to 30 peicent, you
would have excess reserves of $7,000,000,000.
On that an expansion could be based of
323,700,900.000. as compatred with the present
#38,000,000,000.

Is not $23,700,000,000 sufficient? I
think it is a rather large siep, and it is
a step beyond which we should not go at
this time.

I quote further from Mr, Burgess:

If you lose a billion dollars of gold, it
would leave you with $21,000,000,000 expan-
sion, If you lose $2,000,000,000 of gold, it
would be $19,000,000,000 of expansion. It all
depends on when the war ends. At the pres-
ent rate of expansion that would carry you
for perhaps 2 years. To my mind it is just
a guestion of whether, with this terrific ex-
pansion of credit going on, you do not think
you would like the Reserve System to come
back to you for added authority hefore they
reach that point. That is the whole question.

That is what Mr. Burgess said. I have
heard the Senator from Ohio and other
Senators rise on this fioor and deplore the
fact that Congress was delegating its
powers to the governmental bureaus.
That is exactly what the Congress would
be doing under the pending hill. -

We know we have had to delegate
powers to governmental bureaus during
the present war. They have had to exer-
cise them. But under the provisions of -
the pending bill we would be geoing far
beyond the period of the war; we would
be entering the postwar period, and we
would be delegating the authority of Con-
gress to the Federal Reserve Board—a
power which, in my opinion, it should not
have.

Mr. LANGER. Mr. President, will the
Senstor yield for a moment?

Mr. JOHNSON of Colorado. I yield.

Mr. LANGER. Is the Senator dis-
cussing all three of his amendments, or
merely one? .

Mr. JOHNSON of Colorado. Iam dis-
cussing the amendment which now is
pending, namely, the one to reduce the
ratio from 40 percent to 30 percent, in-
stead of from 40 percent to 25 percent.

Mr. LANGER. The Senator is now
discussing only that one amendment;
is he?

Mr. JOHNSON of Colorado.. Yes; I
am -now discussing merely that one
amendment. I shall take one at a time.

Mr. President, Mr. Burgess further
said:

I think the arguments are two: one is the
guestion of whether it is desirable to have
the Federal Reserve System come to you from
time to time to review what they are doing
in the face of the huge credit expansion, so
that you may take a look at the picture.

Do we want the Federal Reserve Sys-
tem to come back to Congress, or do we
want to give it a blank check? The



1945

latter is what the pending bill would have
the Congress do.

Mr. TAFT. Mr. President, will the
Senator yield?

Mr, JOHINSON of Colorado. I yield.

Mr. TAFT. I think the Senator mis-
understands the situation in which the
Federal Reserve Board would be. It
would have no power. Under certain
circumstances there would be an auto-
matic expansion. If we created pur-
chasing power, the Federal Reserve
Board could go to the banks and get
money for what was given them, of
course, The Federal Reserve Board
would have no discretion about if, one
way or the other,

The only question is whether we are
geing to stop the issuance of notes on
the basis of a 30-percent reserve, If
we should do that the reserve would not
last quite so long as it would if the reserve
were 25 percent. We cannot tell how
long our gold supply would last if the
reserve were 30 percent, but no doubt
it would suffice for the present. Prob-
ably it would carry us through 1948,
unless there were an increased draft on
our gold supply. We could not control
that. But there would be no discretion
as to the issuance of the notes.

Mr, JOHNSON of Colorado.
there would be.

Mr. TAFT. If the Board reached the
limit, it would have to come back to
Congress. But that would serve the pur-
pose of calling attention fo the fact that
expansion had gone on and that we were
getting closer to the danger point every
moment. I, agree that is true. That is
why I was doubtful whether the reserve
should be 25 percent or 30 percent. Buf
it seems to me a 25-percent reserve is a
sound one, that the system will be sound
with it, and that we may well make the
reserve 25 percent, and be through with
it for all time, I hope, so that we shall
never have to make a further change.

Mr. JOHNSON of Colorado. The Sen-
ator has said that no restriction would
be placed on the Federal Reserve Board
if the reserve were set at 25 percent.
That is not so.

Mr. TAFT, No; I said the Federal
Reserve Board would have no discretion
in the matter. The Federal Reserve
Board would not have suthority to de-
cide, “Well, we will issue some more
currency,” or “We will not issue some
more.” The Federal Reserve Board

Yes;

would not have authority to make such

a decision. :

Mr. JOENSON of Colorado. But the
Federal Reserve Board would have au-
thority to do it.

Mr. TAFT. The Federal Reserve
Board not only wculd have the authority
to do it, but would have to do it, up
to the point bsyond which it would
violate the restriction placed by the Con-
gress.

It is not like a delegation of authority.
The provision would go into effect auto-
matically, not because of what the Fed-
eral Reserve Board might do, but be-
cause of what the Congress would have
decided in respect to having the coun-
try continue to operate cn a basis of
deficit financing.

Mr. JOHNSON of Colorado. Of
course, if we are going to indulge in a
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continued deficii-spending spree, and if
we grant the Federal Reserve Board this
power, we can go right ahead; but if we
try to indulge in a spending spree and
if we do net grant the Federal Reserve
Board this power, the administration will
either have to say “You must come across
with more taxes” or “You must lower the
Federal Reserve requirement.” That
is a question which we should leave alone
at this time; it should be decided in the
future., Decision will have to be made
in the future whether the tax basis shall
be boosted or whether we shall continue
to go down the road of deficit financing
faster and faster, at an accelerated rate,
toward printing-press money.

Mr. TAFT. I suggest that the best
time to determine that is when in the
future we consider the debt limit. It
seems to me that the debt limit is much
more the key to the situation than the
amount of currency is. Currency re-
sults from business conditions and from
the fiscal policy of the Government.
But when we reach a debt of $306,000,-
000,000, authority for which we granted
the other day, that will be the time to
consider the question.

As a warning I do not think the pend-

ing proposal is necessary. I think the.’

size of the debt is a much better warn-
ing rather than a restriction which might
cause sericus difficulty in stopping the
supply of money required for the actual
conduct of the war and for business.

Mr. JOHNSON of Colorado. Of course,
there is no question that the debt limit
is one step. The pending measure is
also a definite step. In spite of what the
Senator from Ohio has said, I say the
pending measure is a definite step, and
the Federal Reserve Board would not be
able to continue without coming back
to Congress and requesting further au-
thority. When that happened, we could
consider the situation again, and could
decide whether we would continue to go
down the road of deficit spending with-
out half, or whether we would increase
taxes, whether we would balance the
Budget, or what we would do.

Mr. Burgess further said:

And the other guestion is the old psycho-
logical one of human reaction, as to whether
this drop to 30 percent is a little less of a
shock to people than a drop to 25 percent.

I think you ought to have at least 30
percent. I think you ought to give the Fed-
eral Reserve System a good leeway to operate
in, My personal choice would be 30 percent,
because I think that gives you an adequate
margin.

Mr. Burgess said that that was a suffi-
cient leeway to carry us through the war.
When we get through the war we shall
be confronted with a different situation.
The Congress will be sitting then, and
it can meet the problem confronting it.

I, therefore, see no reason why there
should be any need to reduce the gold-
reserve requirements below 30 percent
for both Federal Reserve notes and bank
deposits. ~

I now accordingly offér my amend-
ment and ask for its immediate consid-
eration. I shall have other amendments
to offer later.

Mr. TAFT, Mr. President, a point of
order,
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The PRESIDING OFFICER. The

sngtor will state it.

Mr. TAFT. Have the committee
amendments been disposed of?

The PRESIDING OFFICER. By
unanimous consent the amendment of
the Senator from Colorado [Mr. JoEN-
sown] is now the pending question before
the Senate. Consideration of the com-
miitee amendments has been deferred.

Mr. JOHNSECN of Colorado. Mr.
President, I asked that my amendment
be now considered, and consent was
granted,

Mr. TAPT. I wonder if we could not
get the committee amendments out of
the way first?

Mr. JOHNSON of Colorado. Yes; but
I would rather get my amendments out
of the way first. In any event, the Sen-
ate has decided to handle the situation
in the manner stated by the Chair, and
it seems to me that that manner is as
good as any.

Mr. MURDOCKE. Mr. President, in
answer to the distinguished Senator from
Colorado, in arguing for his amendment
it seems to me that he has attempted to
turn the situation as it exists entirely
around. The Congress of the United
States supplied for deficit spending—if
the Senator wants to call it that—tre-
mendous appropriations which were ab-
solutely necessary in order to finance the
war. We have imposed a burden on the
Federal Reserve Board of supplying to
the Federal Treasury the money to cover
our appropriations. The question is not
one of Governor Eccles, or other mem-
bers of the Federal Reserve Board, com-
ing to the Congress and saying to us,
“We want this power go that we can do
certain things.”

Mr. JOHNSON of Colorado.
“President, will the Senator yield?

Mr. MURDOCK. I will yield in a
moment.

Mr. President, the situation is one of
Congress having imposed a duty and a
responsibility upon the Federal Reserve
Board in order to make it possible to
finance the gigantic expenditures which
have been authorized by the Congress.
‘We have, it is true, large supplies of gold
in this country, but under the 40-percent
reserve requirement there is not suffi-
cient gold with which to continue to
finance our share of the cost of carrying
on the war.

Governor Eccles is anxious as are the
other members- of the Federal Reserve
Poard to keep the reserve ratio as high
as it can possibly. be kept, having in mind
the present supply of gold. Blit when
the members of the Federal Reserve
Board are confronted with the fact that
the supply of gold is not sufficiently large
to continue the present rate of financing
or to continue our financing at its present
tempo, there is only one thing to do,
namely, to come to the Congress and say,
“If we earry out the responsibility which
has been placed upon us, you must, by
law, reduce the gold reserve ratio.”

Mr. JOHNSON of Colorado.
President, will the Senator yield?

Mr. MURDOCE. 1 yield.

Mr. JOHNSON of Colorado. Ihave no
argument to make against the statement
of the Senator that he wants to give the

Mr.

Mr.
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Federal Reserve System power to carry
on the financing of our part in the war;
but I object to granting the Federal Re~
serve System the right to issue Federal
Reserve notes during the period following
the war. We did nof boost at one time
the debt limit to $300,000,000,000. We
boosted it by steps, in the way that it was
necessary to boost it. We passed several
bills increasing the debt limit a little at
a time. That is what I propose to do in
this bill. A 10-percent siep is sufficient
to continue the finanecing of the war at
its present rate of spending until Jan-
uary 1, 1947,

Mr. MURDCCE. There is nothing, in
my opinion, more unwholesome and
more alarming to the people of the United
States than to keep fussing around with
things such as the gold reserve. The
argument which the Senator made was
also made by the Senator from Ohio [Mr,
Tarr] when Mr, Burgess was before the
committee, It was made by the Senator
from Ohio, by me, and other members of
the committee when Mr. Eccles was be-
"ore the committee. We discussed the
question, Will 30 percent do the job now?
Governor Eccles said:

It will probably take care of the situation
for another year.

But he also said:

Whenever you begin to make changes in
the monetary system of the country, when-
ever you call attention of the pzople of the
country—and, for that matter, the people of
the world—to the fact that our supply of
gold is getting a little short, and that we
must cut down our gold reserve, a psychologi-
cal effect is created adverse to our enormous
financing burden and it 1s not the right
thing to do.

He also said:

I am no more anxious to reduce the gold
reserve requirement than you gentlemen are,
I should like to keep it as high as it can be
kept; but, in my cpinion, we should reduce
it to what we know will be sufficient to carry
us on for 2 or 3 years at the present rate of
soending.

The question which the Senator has
argued was not overlocked by the com-
mittee. The Senator from Ohio went
into the matter very extensively, and so
did I. We gave the matter attention in
executive session, after hearing the wit-
nesses, and we concluded that the best
thing to do was to follow the advice of
Governor Eccles and reduce the ratio
sufficiently so as to make it unnecessary
for him to come back to Congress within

the next 2 or 3 years—we are all in hope”

that by the end of that time the war will
be over—and ask that the gold reserve
requirement again be reduced.

In my opinion, Governor Eccles was
right when he pointed out that we should
not bring the subject up too frequently
for public discussion and publicity.

Mr. President, there are many things
which we must do in financing the war.
We have had to do many things which
were not orthodox. Many things which
we have done could be condemned as un-
sound. But when we fight an extraordi-
nary war, such as the one we are fighting
today, we must take extraordinary steps
in Congress in order to meet conditions.

Let us look at the situation from this
standpoint: Let us suppose we reduce the
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reserve to 25 percent. The mere fact
that we lower the requirement does not
change our actual gold position. This
can only be affected by the movement of
gold. If the gold remained in this coun-
try then all the gold remaining here
would constitute the reserve behind both
Federal Reserve notes and Federal de-
posits. To prove that statement I in-
vite attention of the Senator from Colo-
rado to the chart appearing in the
committee report. It indicates that in
December 1941, when the requirement
was 40 percent the reserve ratio was ac-
tually up to 90.8 percent. BSo the mere
fact that we reduce the legal reserve re-
quirement to 25 percent does not mean
that it will go down to that level. But,
the authority—and it is not power but
authority——

Mr. JOHNSON of Colorado. I do not
understand the difference hetween au-
thority and power.

Mr. MURDQCE. 1 shall not attempt
to make the distinction for the distin-
guished Senator; but in my opinion there
is a vast difference bhetween power and
authority. When we impose the respon-
sibility and the obligation on the Federal
Reserve Board to support the Govern-

" ment securities market—and they have

done it in a magnificent way—then we
must at least confer upon the Board the
authority to do the job; and that is all
they are asking in this bill.

We could argue here for hours as to
whether the ratio should be 30 percent
or 25 percent but, in my opinion, we
would be arguing about something that
is not too important. The only advan-
tage, if it is an advantage, which the
Congress has if we reduce the ratio to

only 30 percent is that if we subsequently

reach a point where the situation again
becomes critical the Federal Reserve
Board must once more come to the Con-
gress, and call the attention of the
people of the country to the fact that we
have again arrived at a point in our
monetary affairs when Congress must
again reduce the ratio. We went into
these matters very thoroughly in the
committee and the committee unani-
mously agreed that to reduce it to 25
percent was the best thing we could do
at this time.

We must remember in the considera-
tion of the bill that it is not the respon-
sibility of the banks of the country to
finance war expenditures; it is not the
responsibility of the banks of the coun-
try to support the price for Government
securities. That responsibility is placed
on the Federal Reserve Board. They
have had a tremendous responsibility in
supporting every war loan which has
been floated in this country. That is
their responsibility. Now when they
come forward and tell us they need this
latitude in order to do the job efliciently,
I do not believe we can doubt their word,
and say that 30 percent is better than
25 percent. In my opinion such a con-
tention is not supported by the evidence.

Mr. RADCLIFFE. Mr. President——

The PRESIDING OFFICER. Does the
Senator from Utah yield to the Senator
from Maryland?

Mr. MURDOCK. I yield.

Mr, RADCLIFFE. The Senator from
Utah stated a moment ago, as I recall,
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that he was distinctly of the opinion that
25 percent would be sufficient, and that
if the ratio were placed at 30 nercent the
possibility might be, and perhaps the
probahility is, that in a short time a fur-
ther reducticn would become necessary
and therefore the matter would have to
come up again. I agreeg entireiy with the
views the Senator has just stated.

Let me ask him if there is not what
might be called a psychological factor in-
volved to which probsbly some weight
should be aittached? Everyone is of the
opinion today that 25 percent is adequate.
There is grave doubt in minds of many
people as to whether 30 percent would he
sufficient. If it is fixed at 30 percent, it
will be placad at a figure that is not locked
upon as a setfling point in the view of
those who have given careful considera-
tion to the subject. In other words, we
would be deing something which, in the
opinion of many people at least, would be
regarded as a temporizing expedient.
That is not geod psychology.

Mr. MURDOCEK. That is exactly what
Governor Eccles pointed out in his testi-
mony.

Mr. RADCLIFFE., If we fix the ratio
at a point which, so far as human fore-
sight can forecast, is adequate to see us
through, then we have done what is re-
garded as necessary to finish the job;
we have not taken any half-way steps;
we have not adopted a temporary ex-
pedient and have avoided the psycholog-
ical disadvantage of resorting to a half-
way measure.

Mr. MURDOCK. The Senator has
stated the case very much better than I
had attempted to state it. As the Sena-
tor has stated, the psychology of the sit-
uation is the important thing. Governor
Eccles pointed out to us that it is not *
good psychology to keep bringing up this
question; but the thing to do is to reduce
the ratio to the point where we know we
will be safe and then if the gold does not
flow out of the country it will still be
here and will continue as a reserve be-
hind the Federal Reserve notes and the
Federal Reserve bank deposits, regardless
of what the legal ratio may be.

We are prone in this body to pass blame
for things from the Congress to the agen-
cies that have to carry on the obligations
Congress imposed upon them, The Fed-
eral Reserve Board have absolutely no
control over the money Congress appro-
priates and the expenditures we author-
ize and direct. The Federal Reserve
Board have absolutely no control of the
demand for Federal Reserve notes. All
in the world they have to do is to supply
the demand that comes to them for Fed-
eral Reserve notes and they tell us they
cannot supply this demand if it continues
at the present rate under the present gold
reserve requirement, and if they are to
carry on the reserve ratio must be re-
duced to 25 percent.

I call the attention of the Senate to
the fact that this matter was thoroughly
discussed in the committee; the 30-per-
cent proposal was unanimously disagreed
to; the 25-percent ratio was unanimously
agreed to, and, in my opinion, the Senate
can very well afford today to support the
committee in the position it took, and I
hope the Senate will do so.
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Mr. BAILEY. Mr. President, I intend
to vote for the bill and the committee
amendments, but against the amendthent
offered by the distinguished Senator from
Colorado. I do nof intend to undertake
to contribute to the argument on the
points which have been discussed.
What I have in mind is to mention the
matter of deficit spending. Undoubtedly
deficit spending will ultimately wreck this
country. That has been the view I have
taken for many years. We cannot keep
on with unbalanced budgets, which is no
more than to say that we cannot keep
on spending more than we take in. The
country cannet do that any more than I
can., The man lias never lived who can
continue to do that sort of thing without
going into bankruptcy, in which case he
extinguishes his debt. A republic may do
that; it may extinguish its debt by an
act of bankruptcy. That act of bank-
ruptcy takes the form of inflation. In-
flation is only a mechanical way of regu-
diating the debt, and getting rid of it.
God forbid that we should contemplate
anything of that sort. 3

But here we are in the midst of war.
We must indulge in deficit spending now,
as we have since 1941, or, indeed, since
1940, which was the date of the first ap-
propriation authorized in response to the
message of the late President of the
United States after France had fallen,
We have gone ahead until we look fully
in the face the prespect of a national debt
of $350,000,000,000. That means a net
increase in the debt of about $300,000,-
000,000 since the war began, the debt
having been about $49,000,000,000 pricr
to the Pearl Harbor attack. Congress
created that debt and Congress will be re-
sponsible for future deficit spending.

The Federal Reserve banks did not
raise the debt. They had to act, they had
to respond to our appropriations. Our
ratio is not sufficient now wholly because
we have appropriated money to be sent
abroad. If we had appropriated our
money to be expended here, we would
have our gold, and we would need no
change in the ratio. But we have au-
thorized the continual sending of goods
abroad on credit, In addition to that,
we have sent money abroad in greaf
sums and we have to pay abroad always
in gold. We may not have a gold stand-
ard in this country, and we may never
return to payments in specie, in gold, as
Mr. Burgess wishes, and as I should like
to be able to wish. I realize it is an im-
possibility at any time within the reason-
able future. But so long as we are in the
position of being under the necessity of
creating this condition, we must meet the
responsibility ourselves. The Federal
Reserve banks, the Board of Governors,
the Honorable Marriner Eccles, have
neither authority nor power. I do not
wonder that my distinguished friend, the
Senator from Utah, did not rise to his
opportunity to draw the fine distinction
between authority and power; but I think
it can be drawn. -

Mr. MURDOCEK. Mr.President——

Mr. BAILEY. If the Senator will let
me finish—I am not going to indict him
for any delinquency.

Mr. MURDCCK. I was about to ask
the Senator to give the distinction.
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Mr. BAILEY. We speak of 90-proof
whisky as having authority. No one ever
speaks of it as having power. We speak
of dynamite as having power, but no one
would drink dynamite. If we are going

to drink at all, we really like to drink

semething that has authority in it.
[Laughter.]

Mr. RADCLIFFE. Mr. President, will
the Senator yield?

Mr. BAILEY. The Senator is going to
spoil my disquisition; but I yield.

Mr. RADCLIFFE. Ishall be very brief.

Does not the word “authority” carry with .

it some implication of justice? Hitler
had the power temporarily to carry out
his murderous will upon certain coun-
tries he overran. However, his actions
had not the warrant of authority.

Mr. BAILEY. I am talking now with
a Ph. D. from Johns Hopkins, and I am
going to teach him a lesson in Latin.
The word “authority” comes from the
Latin word “auctor,” to execute. The
word “power” connotes the same original
meaning as the Greek “dunamis,” some-
thing inherent in one, explosive power.

Congress has power, and the Consti-
tution declares it has power, and those
who have power can give authority. No
one gives us authority. Congress has
power, derived from the sovereign peo-
ple, who have the ultimate power, They
vested it in us. No one else in this coun-
try has power except Congress. The
President has no power. <He has the au-
thority to execute the laws we pass, and
to administer the Government. That
is authority. Sometimes it is very po-
tent. But when we come to the question
of power, all the power in this Govern-
ment is lodged in the Congress, and
under any circumstances the power to
bring about inflation, the power to
wreck this country, the power fo save
this country and its people, is here if it
is anywhere under Almighty God, who is
the repository and the judze of the exer-
cise of all power.

I would not say that we go that far
in our sense of responsibility, because
we go to the people, but we do not say
the people have authority. All power is
derived from the people. That is where
the power is, and they give us the power
they had in order that we may preserve
them and look to their welfare. In
undertaking to do that, we create boards
and bureaus and independent agencies,
and when they get in bad from the exer-
cise of authority which we gave them,
and we are criticized, we all jump on
them. That is our excuse.

Mr. President, I think we should take
the responsibility. They are answerable,
not to the people, but to us. They do
not stand in elections; we do. We should
hold them to answer. But when they
come to Congress and say, “We are doing
what you authorized us to do because you
made it necessary,” then we at least
should face our own responsibility, con-
fess our responsibility, and exercise it.

What we have here is this: We do
have necessary deficit spending at this
time. We cannot avoid it. We have to
carry on the war. It is a necessity of
our very existence, and it is also a neces-
sity of our honor. We must carry it on,
and we must carry it on with all we have
and all we are. We cannot stop short,
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we cannot fail the men who are fighting
abroad in our name, and under our or-
ders, and for our sakes. We can answer
for that anywhere. It is a national ne-
cessity, recognized by every human heing
in this country who is in a fairly reason-
able state of mind.

The other matter is one of deficit
spending after the war. It will be pretty
well for us to attend to that when we
get to it. Sufficient unto the day is the
evil thereof.

When we get to the postwar period,
as I hope all the other Senators will, we
shall address ourselves to our responsi-
bility. Ihope to stop the gold from flow-
ing abroad. I am not in favor of the
United States of America, with her $21,-
000,000,000 of gold, saying that we are so
rich we can just sow it abroad all over
the world and make ourselves popular.
We will also make ourselves very poor,
we will also make ourselves very depend-
ent, and we will not be able to maintain
even a 25-percent ratio.

We cannot afford always to be lending.
We lend now to Great Britain, not be-
cause we love Great Britain. We may
love lier, but that is not the reason why
we are lending to her. We lend to Great
Britain because she stood between us and
the enemy, anc still stands, to a great
extent, either with us or between us and
the enemy, now with us, and we offen
in front, I must say.

We are lending to Russia, not because
we love Russia. I think the American
peoble have come very greatly to honor
Russia, We feel a deep sense of friend-
ship for Russia, and I have a very great
admiration for the whole Russian situa-
tion, and the way the Russians have car-
ried on. Their soldiers are heroic, their
pecple are herocic, and they have great
generals. But we are notf lending them
money because of our admiration; we are
lending them money because they are
part and parcel of our defense, they are
our allies, they need our help. We could
not go into the war at once, so we sent
our funds, we sent guns, we sent every-
thing we could, and we did exactly right
when we did it. I think the best vote I
have cast since I have been in Congress
was the vote for lend-lease. It was the
most important, and will bear the best
fruits. I do not expect ever to be
ashamed pf it or ever to regret it. But
the time will come when we must look to
our own household, and who are the men
who must look to it? We men right here,
and no one else, not the Federal Reserve
Board, not the Feaderal bureaus, not
the President, not the Cabinet, but the
Congress.

When we come to that, all of us must
stop calling on the Government for all
manner of expenditures. I think we have
fallen into a terrible habit. Someone
wants an activity, and says, “Let us have
a billion dollars,” and all we have to do
is vote for it, and it is a pretty good
thing. Ancther wants $300,000,000. We
have actually convinced the American
people that the United States Govern-
ment can manufacture money. I rather
think that a majority of the people think
Congress can creafe money. We cannot
create it. We are talking today about a
ratio with respect to gold. We did not
create the gold. Money must be based



- 3842

upon substantial wealth and nothing else,
snd substantial wealth is derived from
the earth, and from the sweat of man’s
brow, and the labor of his hands. All
we have spent must be paid back with
labor. The $300,000,000,000 which al-
together we are to spend, or the $350,-
000,000,600 in sum total which we con-
template spending, every dollar of it will
have to be paid, not as Lincoln said, by
“blood drawn with the sword,” but as the
Almighty said, “In the sweat of thy face.,”
Money cannot be gotten in any other
way. Money is not found. If money were
found it would not be worth having. If
the money were manufactured it would
simply be like burning down the house,
The money which is manufactured falls
in value as fast as it is manufactured.
A Senator’s salary of $10,000 today at
least keeps him alive, notwithstanding
the complaints we hear in many direc-
tions. Buf if we should go into the busi-
ness of manufacturing money, a Sen-
ator’s salary of $10,000 would not buy
him g pack of cigarettes. That is what
we must consider in this matter of money
spending.

Some think we can devise a means
whereby we can replenish the currency in
the United States. There are those who
actually read info the Federal Reserve
Bulletin that $26,000,000,000 is in cir-
culation, and they think that will make
us rich, and account for the increase in
prices. There is nothing to it. If one
hundred billion dollars, or one hillion
billion dollars were put in circulation it
would not be worth any more than the
$5,000,000,000 that was in circulation 10
Years ago.

Mr, President, I believe I shall say
something about that. I read the Fed-
eral Reserve Bulletin, and I usually be-
come irritated when I read it. I furn
over to a page on which I find “Money
in Circulation.” It really means money
which is out of circulation. One must
do a great deal of figuring to find in the
Federal Reserve Bulletin a record of the
money that is in circulation. The money
reported in the Bulletin as money in cir-
culation is the money that is not in bank.
The money that is in bank is the money
that counts. The money that is writ-
ten down in the Bulletin as being in cir-
culation is a little currency in people’s
pockets here and there, probably a bil-
lion or two billion dollars of currency
which has been forgotten long ago, much
of which may have been burned up.
Probably a billion and one-half dollars
of éurrency is in old socks or safe-deposit
vaults. Then there is currency in the
cash drawers and the cash registers in
the stores. There is currency on ship-
board and going abroad. All that is put
down as currency in clrculation. It is
not in circulation. It has nothing on
earth to do with owr situation.

I find the heading “United States
money outstanding and in circulation.”
The explanation of that is money out-
side the Treasury and outside the Fed-
eral Reserve banks. Money is circulat-
ing today in America at a terrific rate;
it is circulating a little bit faster than
it did during the great peak of the
twenties, just before the great collapse of
October 1929, Here is the money in cir-
culation: As of January 1945, debit to

. percent ratio.
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total deposit accounts, except interbank
accounts, from all reporting centers, $82,=
743,000,000 a month. That is at the rate
of $1,000,000,000,000 a year. That is the
highest rate in the history of this coun-
try. That is really money in circula-
tion—the checks you and I write, going
back and forth, and the transier on
account. Thaf is the significant thing.

To sum the maiter up in my own
mind, the debate to which we have
listened has to do with the difference
between a 25-percent ratio and a 30-
So the principle is estab-
lished and the necessity is recognized.
Why should I greatly worry about the
difference? Mr. Eccles says that if we
will cut it all the way to 25 percent af
one time we will not have to recur to the
matter again and irritate ourselves and
disturb the people. That sounds rather
reasonable to me. My friend the Sen-
ator from Colorado [Mr. JorNsoN] says
that if we do not stop at 30 percent we
will run into deficit financing at some
future time. That is a matter which is
in our hands. That is not in the hands
of the Federal Reserve bank. If we want
to do that, no one but the people can
prevent us from doing it. I sometimes
think there are too many people who do
not wani to prevent us from doing it;
that they are under a delusion abouf
money,

Now why not settle the question? I
hope when we-try to settle it it will be
settled. If we keep on spending or if
we keep on lending and not getting cash
back, if we have to send the gold away
and get nothing back in return, the
difficulty will be to stop at a 25-percent
ratio. But we can be happy at any.rate
over the fact that the head of the Fed-
eral Reserve System says that he thinks
he can hold it there for a year and a half
or 2 years. I should like to see some-
thing that is certain for a year and a
half or 2 years. I will compromise on the
25-percent ratio for a certainty under the
circumstances, and we will take it up
again at the end of 18 months. We can
then lift it if we wish to or we can de-
crease it if we have to. It all depends on
what we do in the meantime. We can
keep on spending the money—we benevo-
lent Senators, who are not so famous for
our contributions to charity, but ex-
tremely famous for our appropriations of
public money. All of us are benefactors
and philanthropists when it comes to the
Treasury, and we enjoy the privileges of
the multimillionaires in the way of hand-
ing out money, If we keep on doing that,
I say that we will not stop at the 25-per-
cent ratio, and we will not stop at the 30-
percent ratio. We will go all the way
down into greenbacks. And, thank God,
if we can stop just short of greenbacks.
If we go to greenbacks, it will be perdi-
tion. That is something which is in our
hands. But that is not what we are do-
ing now.

Mr. President, I should like to say
something more about the matter of the
gold standard. We have left the gold
standard, and the gold standard is not a
subsisting thing except in international
relations. The money of the United
States is not on a gold basis.

Mr., Burgess, from whose paper the
Benator from Colorado read, talked as
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if it were possible for this country to get
back to specie payments in gold. Ishould
like ‘to see Mr. Burgess try to run the
country on that basis for about a year
or two. How would he do it? ‘We have
outstanding in America today in old
socks, in the safe-deposit boxes, in cash
drawers, about $26,000,000,000, We
have but $21,000,000,000 of gold. Who
would not take that gold in place of what
he has? There is not a- man in America
who would not.

That is not all of it by any means.
We, the depositors of America, have
credits in the banks of over $100,000,-
000,000. I will not undertake to get
down to the specific figures. If we were
to resume specie payments in gold the
United States Government would not be
able to pay 15 cents on the dollar. The
Federal Reserve ratio would go to zero
in 20 minutes, because there would be no
gold on-which to base the ratio. It
would all disappear. It would all go
into hiding. A great deal of it would be
shipped abroad. When Mr. Burgess,
through my distinguished friend, told us
that we could go back to specie payments
in gold, he was talking plain moonshine;
and if he is a banker or an economist he
knows much better. If he does not know
it, every Senator knows it, regardless of
where he came from or hew long he has
been here.

That is the situation. It is a situation
which I helped to create. I voted for
every one of the war appropriations. I
am in favor of meeting the situation
which the Congress itself created, and
meeting it fully, or as fully as we are able
to meet it. It is our responsibility. We
may regret it. We may see the down-

. ward progress. We may be airaid that

a 25-percent ratio would yield to 20 per-
cent, and 20 to 15. If so, it is our re-
sponsibility. I like to think that there is
no power ol earth in us by way of under-
taking to create scapegoats, which is a
favorite business of guilty people from
the days of Moses to the present time.
There is no way for us to escape our
responsibility by undertaking to “pass
the buck,” denounce a bureau, or quarrel
with the President. It is our responsi-
bility.

So I seize this occasion to express my
thoughts by way of warning myself and
my fellow Sznators. The very fact that
we have reached the stage where we must
reduce the reserve in gold ought to warn
us that we are responsible, and that we
alone have the power—not the authority,

but the power—to arrest the progress

down the road to ruin.

The PRESIDING OFFICER (Mr. HoEy
in the chair). The question is on agres-
ing to the amendment offered by the
Senator from Colorado [Mr. JoHNSONI.

Mr. WAGNER. Mr. President, the
amendment offered by the Senator from
Colorado was considered by the Commit-
tee on Banking and Currency before a
meeting of the full committee in execu-
tive session, and we. finally decided
against the amendment. The addresses
made by the senior Senator from Ohio
[Mr. Tarr] and the junior Sznator from
Utah [Mr. Murpock] represent the views
of the committee. Ihope the amendment
will be rejected.
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The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment offered by the Senator from Colo-
rado [Mr. JoHNsON].

The amendment was rejected.

Mr. JOHNSON of Colorado. Mr,
President, I offer the amendment which
I send to the desk and ask to have stated.

The PRESIDING OFFICER. The
amendment offered by the Senator from
Colorado will be stated.

The LecistATive CLERK. On paze 3,
after line 9, it is proposed to insert the
following new subsection:

{(d) The amendments made by this sec-
tion providing for reduction in reserve re-
quirements shall remain in force until the
expiration of 2 years after the date of enact-
ment of this act, and after such amendments
cease to be in force any provision of law
amended thereby shall be in full force and
effect as though this act had not been
enacted.

Mr. JOHNSON of Colorado. Mr.
President, the eifect of this amendment
would be to go back to the status quo 2
years after the enactment of the pending
measure.

There is one point, at least, on which
Mr. Eccles and Mr. Burgess are in ac-
cord. That is that the present shortage
of gold is only temporary. Mr. Eccles
said:

In my opinion, we are likely to get a big
influx of gold just the minute we are willing
to ship goods. Our gold is likely to be ex-
panded while we will ship the goods over,
and we will take the world!s gold, which is
$14,000,000,000 at the present time, plus about
a billion and a half of production, and we
will take that gold and ship goods just as
eoon as the goods can be shipped and the
ehips are avallable to ship them.

On this point Mr. Burgess said:

If one were going to make a prediction,
I think I would predict an increase in gold
holdings after the war, because there is a
lot of gold stacked up in South Africa and
in Russia that will come here, so they may
get dollars to buy things with. And gold
producers will begin to produce. The total
gold production before the war was running
close to a billion and a half dollars a year.

When he was asked whether or not it
would answer the purpose if this bill
should terminate in 3 years with the idea
that if it works out successfully Congress
will permit its continuance, Mr. Eccles
very cleverely evaded the question by re-
sponding, “What difference does it make
whether you have a gold reserve or not,
just for the sake of argument?” He con-
tinued, “A good many bankers do not
believe in it, but most of them do not
understand.” I call the attention of the
Senate to the words of Mr. Eccles. ITe
admits that “most of them do not under-
stand.” That is an admission that most
of them do not agree with him. He
meant that they do not see eye to eya
with him. In other words, the bankers
do not wish to stray from the “ortho-
dox” way, the conventional way of re-
quiring gold reserves behind Federal Re-
serve paper money. In my opinion, Mr,
Eccles would have asked Congress to en-
act legislation at this time to do away
entirely with gold reserves if he had felt
that the bankers of the country would
support him. He knew they would not
follow him in this wildcat idea of his.
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Mr. President, the necessity for con-
sidering a measure of this kind—if it
may be called a necessity—Iis most cer-
talnly predicated on the abnormal de-
mand for currency as a result of our war
program. It is therefore as much an
emergency measure as most of the war
measures that have been enacted since
Pearl Harbor. Therefore there should be
some limitation placed in this bill in or-
der that it may terminate shortly after
the exigencies of war no longer require it.
There is no legitimate reason why the
Congress should at this time enact per-
manent legislation in order to meet an
emergency of this nature.

My amendment would terminate the

- authority granted in the pending bill with

respect to gold reserve requirements, 2
years after the enactment of this meas-
ure,

Mr. TAFT. Mr. President, I dealt
briefly with this question in my previous
remarks. The result of this amendment
would be that for 2 years we would have
a requirement of 25 percent, and then
automatically it would go up to 40 per-
cent. It is almost impossible to tell what
the condition will be at that time. It
seems to me that we might at that time
wish to raise the ratio to 30, 35, or 40
percent, or we might not wish to raise it
at all. I cannot see why the question
cannot be left to our discretion at that
time.

As a matter of fact, it does not matter
if the reserve is too much. For years we
had a 100-percent gold reserve against
our currency. For years we could have
trebled or quadrupled the currency out-
standing, with the gold which we actually
had, and we did not do it. The 100-per-
cent gold reserve had no result whatever
in preducing additional currency. The
mere existence of an excessive gold re-
serve is not, apparently, an inflationary
factor. People used to think so; and for
years an effort was made, by producing
paper money, to create increased business
activity at a time when business was de-
pressed; but it had no effect whatever.

I do not quite see why, when the gold
comes in, we cannot just as well have a
100-percent gold reserve, whether the re-
quired reserve is 25, 30, or 40 percent. I
believe that a 25-percent gold reserve is
a permanently sound basis for a gold re-
serve. I think it is adequate for any pur-
pose of a gold reserve. I think it will
give us sufficient gold to meet any pos-
sible demands which can ever be made
for the payment of the notes against
which the gold is held.

Therefore it seems to me unnecessary
to have any temporary provision. I be-
lieve very strongly that the existence of
a temporary provision would create fear
and uncertainty. Just before the expira-
tion of the 2 years, there would be a tend-
ency among foreign nations and others
to rush in and try to get the gold while
it was still available; and because of the
increased requirements of our own sys-
tem, there might be great difficulty in
meeting the demands of foreign nations
for the export of gold.

So, Mr. President, it seems to me we
should do what we are doing, and we
should leave for 2 or 3 years from now
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the final settlement regarding what the
reserve should be in time of peace—if
then we think it should be changed from
the 25 percent.

Mr, MURDOCK. Mr. President, will
the Senator yield?

Mr. TAFT. I yield.

Mr. MURDOCEK. I do not like to re-
peat, but I must say that it is a fact that,
regardless of the rate fixed by law, what-
ever gold is in the Federal Reserve banks
automatically is a reserve behind the
outstanding notes. The mere fact that
the reserve is fixed at 25 percent has no
effect, if the gold is actually there.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment of the Senator from Colorado [Mr.
JouNsoN], on page 3, after line 9, to in-
sert & new subsection.

The amendment was rejected.

Mr., JOHNSON of Colorado. Mr.
President, I have one cther amendment
which I now propose and ask to have
read.

The FPRESIDING OFFICER. The
amendment will be stated.

The LEGISLATIVE CLERK. On page 1,
beginning with line 3, it is proposed to
strike out through line 9 on page 3, and
insert in lieu thereof the following:

That the dollar consisting of 9114 grains
of gold nine-tenths fine shall be the standard
unit of value, and all forms of money issued
or coined by the United States shall be main-
tained at a parity of value with this standard,
and it shall be the duty of the Secretary of
the Treasury to maintain such parity.

Mr. JOHNSON of Colorado. Mr, Pres-
ident, reducing the amendment from the
technical language to the language of
dollars and cents, it would provide for
an increase in the price of gold from $35
an ounce to $56 an ounce. A number of
Senators believe, as I do, that the proper
way to meet the emergency is to increase
the price of gold sufficiently to insure the
maintenance of a 40-percent gold reserve
behind Federal Reserve notes and a 30
percent gold reserve behind bank de-
posits, in order to permit an expansion of
paper money and bank deposits to the
same extent as would occur by reducing
the gold reserve requirement to 25 per-
cent.

When Mr. Eccles was questioned about
this matter he said: i

To change the price of gold would mean
that we have obligated ourselves for prac-
tically an indefinite pericd to buy the world's
gold at whatever increase in price we fix, or
to buy gold from the American miner at
whatever the increased price was, and that
would be paying dollars for a product we do
not need, that serves no useful purpose except
as it may be used to settle international
balances. That is the only purpose that gold
serves, and not a very useiul purpose, indeed.

He further said:

What would we do with the increased
amount of gold? It would represent merely
a subsidy to foreigners.

The higher price paid for foreign-gold
production and forelgn-gold reserves sent
to this country would constitute a subsidy
to foreigners. We would be paying premi-
ums for gold that we do not want. We al-
ready have more gold than we ned for pur-
poses of international seitlement. A credi-
tor country such as the United States with
a strong balance of international payments
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could easily settle any defieit that may de-
velop in its international transactions with
half the goid that we now have. Gold Is
not needed for domestic circulation; and it
is needed as reserves against notes and de-
posits only to the extent that we choose to
impose requirements on ourselves.

Subsequently he said:

To lower the value of the dollar in terms
of gold—which means increase the price of
gold—might tend to depreciate it in the
exchange market. That is, in relation to
other currencies. It ecertainly wounld—and
create unsetiled conditions in that market
at the very time when we are trying to get
the nations of the world to agree together
on policies of exchange stabilization. The
depreciation of the dollar would tend to
jeopardize the Bretton Woods program cr
any other program of stabilization. If we
wish to add to our money supply it is far
better to do so through an expansion of
Federal Reserve credit which can later be
withdrawn should inflation threaten, than to
do so by creating added billions of dollars
in ways that add nothing to the offsetting
powers of the Federal Reserve System.

Mr. WAGNER. Mr. President, will the
Senator yield?

Mr. JOHNSON of Colorade. I yield.

Mr. WAGNER. The fact is that the
foreign countries now hold $17,000,000,-
000 worth of gold. The proposed in-
crease in the price of gold to $56 an
ounce would mean a gift to them of
$8,500,000,000, would it not.?

Mr. JOHNSON of Colorado. I under-
stand that a great many persons advo-
cate that we build up the buying power
of foreign countries so that we can have
full employment in this country, and a
great many measures to that end are be-
ing worked out. So the amendment is
very much in line with the present
philosophy of money of our foremost
thinkers.

Mr. Eccles further said:

Partlicularly when those added dollars are
created through subsidizing foreign gold pro-
duction or paying more for existing foreign
gold reserves. They represent a drain on this
country's productive resources, which they
would be exchanged for; nor would foreigii-
ers be as well pleased if our action unsettles
the exchange markets and malkes it necessary
for foreign countries to depreciate their own
currency to meet our action.

Now, the countries that produce gold, and
they are a small number—Cangada and Soutlh
Africa are the principal ones—but of a total
gold production of a hillion and a quarter,
more than a billion of it is produced outside
of the United States and Alaska, and the
great bulk of it is produced in South Africa
and Canada and Russia. But aside from
that, very little is produced. Those coun-
tries, it would be helpful to them, of course,
to increase the price of gold, because they
are sellers of gold as a commaedity.

Mr. Eccles then argued that the rea-
son why gold-producing couniries are
prominent countries today is because
they produce men and goods and leader-
ship, not because they produce gold. I
should like to point out that Germany’'s
production of men, goods, and leadership
is not sufficient to make her a prominent
country.

Where was Mr. Eecles when the price
of gold was raised in 1934 from $20.67 to
$35 an ounce? I suppose that act was
thoroughly unorthodox. It was done for
two reasons: first, in recognition of the
fact that gold was greatly undervalued;
and, second, in order to increase the
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guantity of gold so that its use might be
greatly extended.

If the price of gold were raised again
to meet the new demand for curreney
backing, we could impound the earned
increment. We did just that when the
price of gold was increased in 1934, by
transferring the profit to the stabiliza-
tion fund, which has been operated en-
tirely on that profit. Ancther profit at
this time -would enable us to meet our
proposed subscription to the Bretton
Woods fund and bank, if Congress ap-
proves these proposals. Furthermore, it
would make the task easier for foreign
couniries, whose gold stocks are smaller
than ours, when they are called upon to
subscribe to the Bretton Woods agencies.
It would help to insure the success of
the enterprise.

Let us see what has happened else-
where recenfly. Since the beginning of
the war, gold coins have brought heavy
premiums in all markets throughout the
world where such transactions have heen
permitted. For instance, in India, gold
bars sold at a rate of $40 an ounce in De-
ceinber 1941, and since then they have
reached the price of approximately $68
to $70 an ounce, These sales are still in
progress daily. The Indian Government
in cecllaboration with the British Gov-
ernment has resorted to every known de-
vice in order to keep the market price of
gold in Bombay in line with its monetary
price in the United States. They have
failed. notwithstanding the large daily
offerings made, all of which have been
bought with enthusiasm at prices which
double the monetary value of $35 an
ounce.

Mr. TAFI. Mr. President, will the’

cnator yield?

Mr. JOHNSON of Colorade. I yield.

Mr. TAFT. I suggest that is not an
increase in the price of gold. It is a
depreciation in the price of Egyptian
and Indian eurrency. Gold does not seil
for $68 an ounce in Egypt. It sells for
a certain amount of Egyptian currency.
We, by force, are maintaining it at a
valne which it has no right to possess.
No one is foolish enough to pay $68 an
ounce for gold, and I do not think the
SaIna.tor can prove thai there is any such
sale.

Mr, JOHNSON of Colorado. Nsver-
theless, they are doing it, and we are
stabilizing their money in terms of our
dollars, too.

Mr. TAFT. Those purchases are in
their currency, not in dollars,

Mr. JOHNSON of Colorado. The rea-
son why we have the flight of gold from
the United States is largely because of
the advance in the price of gold through-
out the world.

Mr. TAFT. I cannot permit that
statement to go unchallenged. I do not
think the price of gold has increased
throughout the world in any degree
whatever, and I do not believe any
evidence can be produced to prove that
the price of gold has increased or that
there is any pressure to increase it
at the present time.

Mr. JOHNSON of Colorado. I dis-
agree with the Senator.

Gold coins have been selling in Lishon
at premiums ranging from 150 to 200

ercent, and the premiums on gold coins
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in Turkey recently have reached 400 per-
eent of their monetary value. Gold
coins and gold bars have been selling at
more than $50 an ounce in Argentine,
and sligntly less in Hsbana. Even in
Panama gold coins have reached a pre-
mium of 100 percent. ,

We have reached a situation where
the Chairman of the Federal Reserve
Board is asking Congress to reduce the
gold reserve reguirements behind the
Federal Reserve notes instead of recom-
mending an increase in the price of the
metal in line with gold values existing
in other markets of the world. An ad-
justment in the price would, above &ll,
necessitate reducing the gold require-
ment bchind the enormous and unwield-
ly issues of Fiederal Reserve paper money
in the United States. If we are fo he
consistent we must follow the precedent
established in January 1934, when the
price of gold was increased by Presiden-
tial proclamation under the authority of
the aect of May 12, 1933. -

Mr. President, I ask the Senate to vote
upon my amendment,

Mr. TAPT. Mr. President, I do not
know whether it is necessary to deal
with this question, because I do not think
the country for one moment would sanc-
tion any increase in the price of gold.
The question has not been discussed, of
course, throughout the country at large.
It might result in a serious upset of our
foreign relations in many respeets.

Mr. President, I may say a few words
in opposition to the amendment. We
increased the price of gold from $20 to
$35. For some time the President had
power to increase the price further, I be-
lieve to approximately $40. Approxi-
mately 2 years ago that power was taken
away from him by Congress, and it no
longer exists.

The proposal now is that we ourselves
increase the price of gold to $56 an ounce.
Of couvse, so far as providing additional
gold for reserves is concerned, the in-
crease in price would serve exactly the
same purpose as the bill which we are
now considering, but its effect on inier-
natichal relations would be different. It
would mean depreciation of the value of
the dollar, and, without question, that
would result in a general increase in
prices in the United States, and weuld
make the efforts of the Office ef Price
Administration even more difficult than
they are today.

Mr. Pierson did not approve the thesis
that the prices of all other commodities
did not inerease permanently with the
price of gold, but it was shown that we
get some increase in the prices of com-
modities by increasing the price of gold.
There is no doubt that that would be
the tendency at a time when we were
exercising every effort possible to hold
down domestic priees.

With regard to the question of exports
and imports, there are two tendencies,
If we devalue our currency, the oiher
countries may or may not do likewise.
The South American countries would he
under no obligation to follow us in that
respect. Let us suppose that they do not
devalue their currency, hut maintain
their present gold value. If thay do not
devalue, it is my opinion that we will
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have to pay more for our coffee, for ex-
ample, because the Brazilians will insist
upon receiving the same amount in gold
they are now receiving. Coffee, for
example, will have to be paid for accord-
ing to the price level which prevails in
Bragzil at the present time.

At the same time, for whatever we
sell to Brazil of manufactured goods
we receive less in real money than we
now receive. The effect of devaluing
our currency, when other couniries do
not devalue, is that we sell our exports
for less coffee, for example, or less gold,
if we are expecting to receive gold. The
result of a devaluation of our currency
when other countries do not value theirs
is an increase in exports and a decrease
in imports. It has somewhat the effect
of an infinitely high tariff at a time
when the general tendency is to lower
tariffs and encourage imports into this
country instead of discouraging them.

Of course, Mr. President, if we carried
deflation to an extreme it is easy to see
what would happen. We would con-
stantly be selling our goods to other
nations for less and paying more for the
goods we received until the situation
became a reductio ad absurdum. We
would be giving away everything and
paying for everything which we im-
ported.

The other tendency would be for every
nation to follow us, and that would re-
sult in a general increase in the price
of gold throughout the world. If that
took place, I do not think it would have
any tremendous effect on price levels.
On the other hand, as the Senator from
New York pointed out, the $15,000,-
000,000 or $17,000,000,000 owed us by
other nations would be increased in
value by about ten or eleven billion
dollars. Those countries could then
come to this country and use the money
in buying our goods. In effect, there
would be a gift of approximately $11,-
000 000,000 to such foreign countries.
We are the only country in the world
which buys gold. With the exception
of the South American countries, we
are the only country in the world which
is really on a permanent gold standard.
It seems to me that if we pursued the
course suggested we would obviously be
acting against every possible interest of
the people of the United States. I do
not think there should be any question,
Mr. President, about increasing the price
of gold.

SEVERAL SENATORS. Vote.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment of the Senator from Colorado [Mr.
JoHNSON], on page 1, beginning in line 3.

The amendment was rejected.

The PRESIDING OFFICER. The
question now recurs on the committee
amendment on page 4, affer line 9, to
insert a new section 3.

The amendment was agreed to.

The PRESIDING OFFICER. The
question now is on agreeing to the com-
mittee amendment on page 4, after line
15, which will be stated.

The LEGISLATIVE CLERK. On page 4,
. after line 15, it is proposed to insert a
new section, as follows:

Szc. 4, All power and authority of the Pres-
ident and the Secretary of the Treasury
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under section 43 (b) (1) of the act approved
May 12, 1933 (48 Stat. 31, 52), with respect
to the issuance of United States notes, shall
cease and terminate on the date of enact-
ment of this act.

The amendment was agreed to.

The PRESIDING OFFICER. The bill
is before the Senate and open to further
amendment, If there be no further
amendment to be proposed, the question
is on the third reading and engrossment
of the hill.

The bill (8. 510) was ordered to be
engrossed for a third reading, read the
third time, and passed, as follows:

Be it enacted, etc., That (a) the third para-
graph of section 16 of the Federal Reserve
Act, as amended, is amended by changing the
first sentence of such paragraph to read as
follows:

“Every Federal Reserve bank shall main-
tain reserves in gold certificates of not less
than 26 percent against its deposits and re-
serves in gold certificates of not less than 25
percent against its Federal Reserve notes in
actual circulation: Provided, however, That
when the Federal Reserve agent holds gold
certificates as collateral for Federal Reserve
notes issued to the bank such gold certifi-
cates shall be counted as part of the reserve
which such bank is required to maintain
against its Federal Reserve notes in actual
circulation.”

(b) The first sentence of the fourth para-
graph of section 16 of the Federal Reserve
Act, as amended, is amended by striking
therefrom the werds “40 percent reserve here-
inbefore required” and by inserting in lieu
thereof the words “25 percent reserve herein-
before required to be maintained against
Federal Reserve notes in actual circulation,”

(¢) Subsection (c) of section 11 of the
Federal Reserve Act, as amended, is amended
to read as follows:

“{c) To suspend for a period not exceeding
30 days, and from time to time to renew such
suspension for pericds not exceeding 15 days,
any reserve requirements specified in this
act: Provided, That it shall establish a
graduated tax upon the amounts by which
the reserve requirements of this act may be
permitted to fall below the level hereinafter
specified: And provided further, That when
the reserve held against Federal Reserve
notes falls below 25 percent, the Board of
Governors of the Federal Reserve System
shall establish a graduated tax of not more
than 1 percent per annum upon such de-
ficlency until the reserves fall to 20 percent,
and when said reserve falls below 20 percent,
a tax at the rate increasingly of not less
than 11, percent per annum upon each 215
percent or fraction thereof that such reserve
falls below 20 percent. The tax shall be paid
by the Reserve bank, but the Reserve bank
shall add an amount equal to said tax to the
rates of interest and discount fixed by the
Board of Governors of the Federal Reserve
System."”

SEc. 2. The second paragraph of section
16 of the Federal Reserve Act, as amended,
is amended to read as follows:

“Any Federal Reserve bank may make ap-
plication to the local Federal Reserve agent
for such amount of the Federal Reserve notes
hereinbefore provided for as it may require,
Such application shall be accompanied with
a tender to the local Federal Reserve agent
of collateral in amount equal to the sum of
the Federal Reserve notes thus applied for
and issued pursuant to such application.
The collateral security thus offered shall be
notes, drafts, bills of exchange, or acceptances
acquired under the provisions of section 13
of this act, or bills of exchange endorsed by a
member bank of any Federal Reserve district
and purchased under the provisions of section

14 of this act, or bankers' acceptances pur-
chased under the sions of sald section
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14, or gold certificates, or direct obligations
of the United States. In no event shall such
collateral security be less than the amount of
Federal Reserve notes applied for. The Fed-
eral Reserve agent shall each day notify the
Board of Governors of the Federal Reserve
System of all issues and withdrawals of Fed-
eral Reserve notes to and by the Federal Re-
serve bank to which he is accredited. The
said Board of Governors of the Federal Re-
serve Bystem may at any time call upon a
Federal Reserve bank for additional security
to protect the Federal Reserve notes issued
to it.”

Sec. 3. All power and authority with respect
to the issuance of circulating notes, known
as Federal Reserve bhank notes, pursuant to
the sizth paragraph of section 18 of the
Federal Reserve Act, as amended ‘by section
401 of the act approved March 9, 1933 (48
Stat. 1, G), shall cease and terminate on the
date of enactment of this act.

SEc. 4. All power and authority of the Pres-
ident and the Secretary of the Treasury
under section 43 (b) (1) of the act approved
May 12, 1933 (48 Btat. 31, 52), with respect

‘to the issuance of United States notes, shall

cease and terminate on the date of enact-
ment of this act.

DEVELOPMENT OF COOPERATIVE AGRI-
CULTURAL EXTENSION WORK

My, HILL. Mr. President, on behalf
of my colleague the senior Senator from
Alabama [Mr. BaAnkgEAD] I move that the
Senate proceed to the consideration of
Senate bill 383.

The PRESIDING OFFICER. The bill
will be stated by title for the information
of the Senate.

The LecisLATIVE CLERK. A bill (S. 383)
to provide for the further development of
cooperative agricultural extension work.

The PRESIDING OFFICER. Is there
objection to the present consideration of
the bhill? -

Mr. JOENSON of Colorado. Mr. Pres-
ident, are we about to proceed to the con-
sideration of the bill?

Mr, HILL. If my motion that the Sen-
ate now proceed to the consideration of
the bill is agreed to, I shall make the point
of no quorum. The hill will then be open
to amendment and discussion. My re-
Guest now is merely that the Senate pro-
ceed to the consideration of the bill.

Mr. JOHNSON of Colorado. I am in
favor of that.

The PRESIDING OFFICER. The
auestion is on agreeing to the motion of
the Senator from Alabama.

The motion was agreed to; and the
Senate proceeded to consider the hill.

Mr. HILL. I suggest the absence of a
quorum.

The PRESIDING OFFICER. The
clerk will call the roll. :

The legislative clerk called the roll,
and the following Senators answered to
their names:

Austin Hayden O'Danfel
Benkhead Hickenlooper O'Mahoney
Burton Hill Radcliffe
Bushfield Hoey Revercomb
Butler Johnson, Colo. Robertson
Byrd Johnston, 8. C. Russell
Capehart Langer Shipstead
Capper Lucas Smith
Cordon McFarland Taft v
Donnell McKellar Thomas, Okla.
Downey MeMahon Tunnell
Ferguson Magnuson Wagner
Fulbright Maybank ‘Walsh

Gerry Millikin Wheeler
Guffey Mitchell White

Hart Moore Wiley

Hatch Morse Wilson
Hawkes Murdock
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The PRESIDENT pro tempore. Fifty-
three Senators having answered to their
names, a guorum is present.

DISPOSAL OF SURPLUS WAR MATERIAL

Mr. CAPEHART. Mr. President, I
wish to discuss briefly a matter which is
I think of some inferest.

1 know of no problem that is quite so
troublesome as that of the disposal of
surplus war material. I certainly am in
sympathy with whoever is asked to ad-
minister the Surplus Property Act. It is
a tough job; it is a hard job.

There has been called to my atten-
tion the fact that the Surplus Property
Board has divided the United States into
12 regions, which I think is a fine idea.
I congratulate the Board for so organ-
izing the country. I think the idea of
having 12 regions, one central point in
each region where the surplus war mate-
rial is gathered together, and one organ-
ization in each of the 12 regions to han-
dle the property, is an excellent idea.

In connection with this step, however,
the Board has adopted a rule which to
my mind is in conflict with the law and
is not in harmony with our Ameriean
system of government, namely, that one
must live within the region where the
merchandise is being sold at the time it
is advertised or he will not be allowed to
purchase any of the property. For ex-
smple, my State of Indiana has been
placed in a region with Ohio, West Vir-
ginia, and Kentucky, and citizens of
Indiana are prohibited from going to
Chicago to bid on and purchase surplus
war material there, That will work a
hardship on the people of Indiana, as it
will on the people of other States. I see
1no reason why, merely because one hap-
pens to live in Kansas, Eentucky, or
Indiana, he should not be permitted to
buy surplus war materials which may be
offered for sale in Boston, or Washing-
ton, or Dallas, TeX., but that is the rule
sel up by the Surplus Property Board.

I have in my hand a letter from the
Chsirman of the Board, Hon. Guy M.
Gillette, dealing with the question. I
call this matter to the attention of the
Senate because to my mind the rule
should be changed. I think it is unfair.
1 do not believe it is in keeping with what
the Congress intended when it wrote the
act. I have read the act very carefuily.
I do noi know that anything can be done
about it, but I want to go on record as
calling the attention of the S=nate to
the situation, which I think is very bad.

I should like to ask if other Senators
have received compiaints from people in
their States who have traveled great dis-
tances to purchase surplus war mate-
rials only to find after their arrival that
they were unahble to bid because they
happened to live in a State which was
not in the particular region in which
the merchandise was being advertised.

Mr., LANGER. Mr. President, I will
say that I have received many complaints
‘along the same line,

Mr. HILL. Mr, President, will the
Senator yield?

Mr. CAPEHART. 1 yield.

Mr. HILL. I wonder if the distin-
guished Senator from Indiana has
brought this matter to the attention of
former Senator Gillette who is the
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Chairman of the Surplus Property
Board.

Mr. CAPEHART. I have, and I hold
in my hand a letter from the Chairman
of the Board in which he writes me that
what I have just described to the Senate
is the rule; that the Board have adopted
that policy.

Mr. President, I ask unanimous con-
sent that Mr. Gillette's letter may be
printed in the Recorp at this point.

There being no objection, the letier
was ordered to be printed in the REc-
orp, as follows:

ArPRIL 21, 1945.
Hon. HoMer E. CAPEHART,
United States Senate,
Washington, D. C.

My DEeasr SEwaTor: This acknowledges re-
ceipt of your letter of April 14, 1845, with
which you enclosed two telegrams received
from the Jack Maurer Motors, Inc., of Indian-
apolis. I am forwarding these wires to the
Procurement Division of the Treasury De-
partment, which is the disposal agency for
this class of property and which will prob-
ably be transferred within the next few days
to the Commerce Department but will con-
tinue to function as an organization.

Preliminary to receiving their full reply,
may I say that in order to effectuate as wide
distribution as possible of this type of equip-
ment as well as other types, including farm
machinery, this agency has been pursuing
the policy of setting up regions throughout
the United States where property of this
class can be concentrated and be the more
readily available for inspection and pur-
chase, It was in their minds that where
property was declared surplus in one locality,
it was discriminatory to the rest of the coun-
try if they had to travel long distances to
inspect the property. For instance, if ma-
chinery was declared surplus at Atlanta,
Ga., it was obviously impossible for prospec-
tive buyers to come from Oregon or Maine
and bld in competition with those in the
near area. To obviate this difficulty, the
policy of setting up around a dozen reglonal
ofices was established where the concen-
tration could be made more accessible. Of
course, it follows that there is still something
of unfairness, and a number of protests have
come to me whereby prospective purchasers
at the edge of one region would find it more
convenient to go to an adjoining region con-
centration point which was nearer to them.
There seems to be little doubt that the re-
gional system is a big improvement over
the concentration at one point. I am giving
you this preliminary survey of the problem
pending the full answer to the wires of your
constituent.

With personal greetings, I am,

Sincerely yours,
GuUy M. GILLETTE,
Chairman.

Mr. HILL. Does Chairman Gillette
in his letter state the reasons which im-
pelled the Board to adopt the rule?

Mr. CAPEHART. The only reason he
states, and the only remson I have been
given by others in the organization, is
that the rule has been established in
order to save manpower and franspor-
tation, the idea being that if the mer-
chandise can be sold to persons living
within a given region the merchandise
will not have to be moved, or at least
moved any great distance. That, how-
ever, does not seem to me to be practical.
It seems to me that anyone living in a
given region who purchases material
from the Surplus Property Board ean, if
he cares to do so—and I am told that theé
practice is encouraged—turn around and
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sell the material to some other person,
who in turn can ship it to Indiana or
some other State. The only reason I
have been able to find for the rule is that
it would resuit in the saving of manpower
and transportation.

Mr. HATCH. Mr. President, will the
Senator yield?

Mr. CAPEHART. 1 yield.

Mr. HATCH. I was surprised when
the Senator said the rule had been made
by the Surplus Property Board, because
I had encountered it long before the Sur-
plus Property Board was created. ‘The
rule was made by the Procurement Divi-
sion of the Treasury Department. For-
mer Senator Gillette in his letter refers
to previous rules, not to rules the Sur-
plus Property Board has made.

Mr. CAPEHART. But the Senator
does admit that the ruling is as I have
stated?

Mr. HATCH. Yes; it operated very
disastrously in my State. I have been
complaining and fussing about it for
months.

Mr. MAGNUSON. Mr. President, will
the Senator yield?

Mr. CAPEHART. 1 yield.

Mr. MAGNUSON. Would the rule
have the effect of restricting the sale of
property which was declared to he sur-
plus, to individuals who live in the dis-
trict in which the property is located?

Mr. HATCH. To residents of that dis-
trict.

Mr. CAPEHART. It can be sold only
to residents of a given region. For ex-
ample, a citizen of Washington could not
travel from that State to the State of
California and purchase any surplus war
material in California.

Mr. MAGNUSON. A constituent of
mine traveled to Chicago to purchase
some sleeping bags for use in Alaska, but
he could not purchase them because their
sale was restricted to individuals in the
Chicago area. -

Mr. CAPFEHART. The Senator means
that his constituent so discovered when
he arrived in Chicago?

Mr. MAGNUSON. Yes; he discovered
that when he arrived in Chicago. I agres
with the Senator from Indiana that the
rule is unfair. If individuals who reside
outside a given region strongly desire to
buy surplus property, they should have
the same right to do so as any other cit-
izens of the couniry. They should be
allowed to proceed to any part of the
country they wish to in order to try to
purchase surplus property.

Mr. CAPEHART. I think the idea of
the regional set-up represents good man-
agement and splendid organizations, but
it seems to me that every person in the
United States should be permitted to bid
for the purchase of surplus war materials
wherever they may be offered for sale.

Mr. HILL. Mr. President, will the Sen-
ator yield?

Mr. CAPEHART. 1 yield.

Mr, HILL I wonder if the Sznator
has taken the matter up with the Pro-
curement Division of the Treasury De-
partment? The reason I ask the question
is that it is evident from former Senator
Gillette’s letter, as was called attention
to by the Senator from New MeXico [Mr,
Hatcu]l, that the matter is under the au-
thority cf the Procurement Division of
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the Treasury Department. In fact form-
er Senate Gillette closes his letter with
this statement:

I am glving you this preliminary mv:z

of the problem pending the full answer
the wires of your constituent.

And these wires, he says earlier, he has
transmitted to the Procurement Division
because it seems this particular disposal
is under the authority of the Procure-
ment Division rather than under the au-
thority of the Surplus Property Board.

Mr. CAPEHART. The Surplus Frop-
erty Board provides rules and regula-
tions, does it not?

Mr, HILL, The truth of the matter is,
as the Senator will find if he examines
the law which Congress passed providing
for the disposal of surplus property, that
the Surplus Property Board has the func-
tion somewhat of an over-all policy
agency, but the disposition is not made
directly by that Board. The disposition is
made by the owning agencies, such as the
Procurement Division of the Treasury De-
partment. Under the act there are def-
inite limitations on what the Surplus
Property Board may do. It was not the
philosophy of the act that the Surplus
Property Board should have—as many
people no doubt have the idea that it
has—the agency administration of the
actual job of disposing of the many items
of surplus property.

Mr, HATCH. " Mr. President, will the
Senator yield?

Mr. CAPEHART. 1 yield.

Mr. HATCH. The situation which
the Senator from Alabama has de-
scribed as to the Board not having that
authority is a most unfortunate one.
People throughout the county gener-
ally believe it does have that authority.

Mr. HILL. The Board does not have
that authority, and a reading of the act
will show that it was not the intention
or the purpose of the Congress that the
Board should have that authority, or
that the Board should serve as the dis-
posal agency of the Government. The
purpose and the intent of the act was
that the owning agencies should be the
disposal agencies.

Mr. CAPEHART. Is the Senator try-
ing to make the point that I have di-
rected my criticism to the wrong agency?

Mr, HILL. No. I want to say to my
distinguished friend that I am not criti-
cizing him. The chances are that if I
had not been on the committee which
wrote the act I would have done exactly
as the Senator did. I would have taken
the matter up with the Chairman of the
Surplus Property Board.

Mr. CAPEHART. Some 2 weeks ago 1
took the matter up with the Procure-
ment Division. A constituent of mine
who wished to purchase some motorey-
cles in the Washington region came here
from Indiana. I took the matier up
with Mr. Moran at that time. He finally
gave my constituent permission to pur-
chase the motorcycles, and I understood
he did purchase them. However, a spe-
cial rule was made in that instance. My
contention is that any person who will
pay more money than anyone else for
surplus property should be allowed to go
any place in the United States and buy
any surplus property he has the money
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to buy. I think the situation is quite
serlous. I took the matter up with the
Procurement Division some 2 weeks ago.

Mr. HILL. Mr. President, as I said, I
have no intention of criticizing the Sen-
ator.
mﬁr. CAPEHART. No;Iam certain of

Mr. HILL. On the other hand, I will
say to the Senator frankly that it seems
to me he has been most diligent in the
matter, in view of the fact that he has
taken it up with both the Surplus Prop-
erty Board and the Procurement Divi-
sion.

Mr. LA FOLLETTE. Mr. President,
will the Senator yield?

Mr. CAPEHART. I yield.
Mr. LA FOLLETTE. I merely wish
ask the Senator from Alabama, who is a
member of the Military Affairs Commit-
tee, which handled the Surplus Property
Disposal Act, whether he has any doubt
in his own mind that the Surplus Prop-
erty Board has ample power to issue

-rules and regulations which will govern

the general policies of the various agen-
cies which may be designated to make
the actual sales of the property in their
possession? :

Mr. HILL. Let me say to the Senator
from Wisconsin that I believe that un-
der the act the Surplus Property Board
has very broad power so far as policies
are concerned; and I believe that its
power is such that it can lay down the

policy with respect to the question raised

by the Senator from Indiana.

Mr. LA FOLLETTE. That certainly is
my view.

Mr. HILL., It can lay down a policy
with respect to the question raised by
the Senator from Indiana. It may be
that it has not done so.

Mr. LA FOLLETTE. Mr. President,
this question was under debate several
days ago. I do not recall just when it
was, but there was discussion of testi-
mony which had been adduced before
the Small Business Committee. There
seemed to be some divergence of opinion
among Senators who were discussing the
subject. I certainly gained the impres-
sion that there was some question as fto
the powers, duties, and functions of the
Surplus Property Board. I did not have
the advantage of being a member of the
Military Affairs Committee, which con-
sidered the bill, but I was very much
interested in it while it was under con-
sideration in the Senate, and while it
was in conference.

It seems to me that there can be no
doubt about the intent of Congress to
vest in the Surplus Property Board power
to establish general policies. If the
Board does not now have such power, or
is not now exercising it, it seems to me
that it is not the fault of Congress, but
that the fault lies somewhere in the ex-
ecutive branch of the Government. -

Mr,. HILL. As I stated to the Senator
from Wisconsin, it is my understanding
that the Board has broad over-all power
as to policies for the disposition of sur-
plus property, although it was the pur-
pose that the actual disposition should
be by the owning agencies. _

. Mr. REVERCOMB. Mr. President, will
the Senator yield?

Mr. CAPEHART. I yield.
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Mr. REVERCOMB. With respect to
the statements of the Senator from Wis-
consin and the Senator from Alabama,
I rise to say that there is not the least
doubt that there is vested in the Surplus
Property Board the power to make rules,
within the limits of the law itself, to gov-
ern and correlate the activities of the
disposal agencies. The Board deces not
dispose of property. It is a centralized
power, which was created to lay down
rules and make general regulations, and
to correlate the action of all the dis-
posal agencies.

The Board can certainly deal with the
question which has been raised by the
Senator from Indiana. I shall not enter
into a discussion at this time as fo the
wisdom of dividing the country into dis-
tricts; but that power would seem to lie
within the general regulatory powers of
the Surplus Property Board to fix meth-
ods of disposal by the several agencies.

Mr. AUSTIN. Mr. President, will the
Senator yield?

Mr. CAPEHART. I yield.

Mr, AUSTIN, I was a member of the
conference which finally agreed, after 4
weeks of very difficult discussion on the
surplus-property disposal bill. One of
the grave points of difference was the
form and authority of the Surplus Prop-
erty Board. My understanding of what
we were trying to do was that Congress
should lay down general rules and poli-
cies for the disposition of surplus prop-
erty, and that what we gave to the Board
was congressional authority to fill in the
details necessary to execute the policies
expressed in the law.

Mr. CORDON. Mr. President, will the
Senator yield?

Mr. CAPEHART. 1 yield.

Mr. CORDON. Carrying forward the
comment just made by the Senator irom
Vermont, the authority of the Surplus
Property Board is set out in section 9 of
the Surplus Property Act. It seems to
me perfectly clear and explicit. I read
it:

Sec. 9 (a). The Board—

Meaning the Surplus
Board—
shall prescribe regulations to effectuate the
provisions of this act. In formulating such
regulations.the Board shall be guided by the
objectives of this act.

(b) Regulations issued pursuant to sub-
section (a)—

I call attention to the fact that the
Surplus Property Board is directed to
make such regulations—

may, except as otherwise provided in this
act, contain provisions prescribing the ex-
tent to which, the times at which, the areas
in which, the agencies by which, the prices
at which, and the terms and conditions under
which, surplus property may be disposed of,
and the extent to which and the conditions
under which surplus property shall be sub-
ject to care and handling.

Subsection (c) provides as follows:

(c) Each Government agency shall carry
out regulations of the Board expeditiously
and shall issue such further regulations, not
inconsistent with the regulations of the
Board, as it deems necessary or desirable to
carry out the provisions of this act.

It seems to me that there can be no
room for question as to where the au-
thority lies, and the place to which any

Property
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person objecting has a right to go in
questioning any provisions of regulations
for the disposal of surplus property un-
der the terms of this act.

Mr. ROBERTSON. Mr, President,
will the Senator yield?

Mr. CAPEHART. I yield.

Mr. ROBERTSON. I am very much
interested in what the distinguished Sen-
ator from Indiana has said, because I
am well acquainted with the conditions
which exist in Park County, Wyo., where
a W. R. A. Japanese camp is situated.
As Senators know, that camp and others
are scheduled to be closed by the end
of this year.

In view of the contemplated closing,
it was decided that farming operations
in that camp should not be conducted
this year. Consequently a great deal of
farm machinery and equipment, trucks,
tractors, bulldozers, and a general line
of farm equipment, became idle. Many
farmers and others in that area wrole
me asking me to find out what the pos-
sibility was of purchasing some of that
equipment, I took*up the auestion with
Mr. Gillette, Chairman of the Surplus
Property Board. He advised me that
there would be no sale in Park County,
but that the equipment would be moved
to Nebraska and sold there, for the rea-
son that it was felt that it would be
gvailable to a larger population there
than it would be in northern Wyoming.

I wrote to Mr. Gillette and suggested
to him that one-third of this equipment
should be left at the camp and disposed
of by sale there. I did not receive a
reply to that letter. In the meantime
notices had been sent to the local news-
papers that there would be an auction
of some of the equipment in that area on
the 28th of April—that is next Satur-
day—and that today purchasers would
be permifted to view the various pieces
of equipment, making their sealed bids
on each item tomorrow.

I wished to let the Senate know of the
condition which exists. So far as I
recall, that action was taken by the
Surplus Property Board, and by no one
else.

Mr. CAPEHART. Mr. President,Iam
grateful to the Senators for reading into
the REcorp what I had intended to read
intoit. Iask unanimous consent to have
printed in the Recorp following my re-
marks the first eight and one-half pages
of Public Law 457, Seventy-eighth Con-
gress, second session, chapter 479.

There being no objection, the matier
was ordered to be printed in the Recorp,
as follows:

[Public Law 457—T78th ]Cong,~Ch. 479—2d
B85,

H. R, 5125

An act to aid the reconversion from a war
to a peace economy through the distribu-
tion of Government surplus property and
to establish a Surplus Property Board to
effectuate the same, and for other purposes,
Be it enacted, ete., That this act may be

cited as the “Surplus Property Act of 1944."

OBJECTIVES
Sec. 2. The Congress hereby declares that
the objectives of this act are to facilitate
and regulate the orderly disposal of sur-
plus property so as—
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(a) to assure the most effective use of
such property for war purposes and the
common defense;

(b) to glve maximum aid in the reestab-
lishment of a peacetime economy of free
independent private enterprise, the develop-
ment of the maximum of independent op-
ertors in trade, industry, and agriculture,
and to stimulate full employment;

{c) to facilitate the transition of enter-
prises from wartime to peacetime produc-
tion and of individuals from wartime to
peacetime employment;

{(d) to discourage monopolistic practices
and to strengthen and preserve the com-
petitive position of small business concerns
in an econamy of free enterprise;

(e} to foster and to render more secure
family-type farming as the traditional and
desirable pattern of American agriculture;

(f) to afford returning wveterans an op-
portunity to establish themselves as propri-
etors of agricultural, business, and profes-
sional enterprises;

(g) to encourage and foster postwar em-
ployment opportunities;

(h) to assure the sale of surplus property
in such gquantities and on such terms as
will discourage disposal to speculators or
for epeculative purposes;

(1) to establish and develop foreign mar-
kets and promote mutually advantageous
economic relations between the TUnited
States and other countries by the orderly
disposition of surplus property in other
countries;

(1) to avoid dislocations of the domestic
economy and of international economic re-
lations;

(k) to foster the wide distribution of sur-

_ plus commodities to consumers at fair prices;

(1) to effect broad and equitable distribu-
tion of surplus property;

(m} to achieve the prompt and full utili-
zation of surplus property at failr prices to
the consumer through disposal at home and
abroad with due regard for the protection
of free markets and competitive prices from
dislocation resulting from uncontrolled
dumping;

(n) to utilize ngrmal channels of trade
and commerce to the extent consistent with
efficient and economic distribution and the
promotion of the general objectives of this
act (without discriminating against the es-
tablishment of new enterprises);

(o) to promote production, employment
of labor, and utilization of the productive
capacity and the natural and agricultural
resources of the country;

(p) to foster the development of new in-
dependent enterprise;

(q) to prevent insofar as possible unusual
and execessive profits being made out of
surplus property;

(r) to dispose of surplus property as
promptly as feasible without {fostering
monopoly or restraint of trade, or unduly
disturbing the economy, or encouraging
hoarding of such property, and to facilitate
prompt redistribution of such property to
consumers;

(s) to dispose of surplus Government-
owned transportation facllities and eguip-
ment in such manner as to promote an ade-
qguate and economical national transporta-
tion system; and

(t) except as otherwise provided, to obtain
for the Government, as nearly as possible,
the fair value of surplus property upon its
disposition.

DEFINITIONS

Sec. 8. As used in this act—

(a) The term “Government agency' means
any executive department, board, bureau,
commission, or other agency in the execu-
tive branch of the Federal Government, or
any corporation wholly owned (either di-
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rectly or through one or more corporations)
by the United States,

(b) The term “owning agency,” in the case
of any property, means the executive depart-
ment, the independent agency in the ex-
ecutive branch of the Federal Government,
or the corporation (if a Government agency),
having control of such property_ otherwise
than solely as a disposal agency.

(c) The term “disposal agency” means any
Government ageney designated.under section
10 to dispose of one or more classes of surplus
property.

(d) The term “property” means any in-
terest, owned by the United States or any
Government agency, in real or personal prop-
erty, of any kind, wherever located, but does
not include (1) the public domain or such
lands withdrawn or reserved from the public
domain as the Surplus Property Board (cre-
ated by section 5) determines are suitable
for return to the public domain for cis-
position under the general land laws, or (2)
naval vessels of the following categories:
Battleships, eruisers, alrcraft carriers, de-
stroyers, and submarines.

(e) The term “surplus property” means
any property which has been determined to
be surplus to the needs and responsibilities
of the owning agency in accordance with
section 11. 4

(f) The term “contractor inventory” means
(1) any property related to a terminated con-
tract of any type with a Government agency
or to a subcontract thereunder; and (2) any
property acquired under a contract pursuant
to the terms of which title is vested in the
Government, and in excess of the amounts
needed to complete performance thereunder;
and (3) any property which the Government
is obligated to take over under any type of
contract as a result of any change in the
specifications or plans thereunder, '

(g) The term “care and handling" includes
completing, repairing, converting, rehabili-
tating, operating, maintaining, preserving,
protecting, insuring, storing, packing, han-
dling, and transporting, and, in the case of
property which is dangerous to public health
or safety, destroying, or rendering innocuous,
such property.

(h) The term “person” means any indi-
vidual, corporation, partnership, firm, asso-
ciation, trust, estate, or other entity.

(i) The term “Btate” includes the several
States, Territories, and possessions of the
United States, and the District of Columbia.

(j) The term *tax-supported Institution™
means any scientific, literary, educational,
public-health, or public-welfare institution
which is supported in whole or in part
through the use of funds derived from taxa-
tion by the United States, or by any State
or political subdivision thereof.

(k) The term “veteran” means any person
in the active military or naval service of the
United States during the present war, or any
person who served in the active military or
naval service of the United States on or after
September 16, 1940, and prior to the termi-
nation of the present war, and who has been
discharged or released therefrom under hon-
orable conditions.

DISPOSITION OF SURPLUS PROPERTY—CGENERAL
RULE

Sec. 4. Surplus property shall be disposed
of to such extent, at such times, in such areas,
by such agenecles, at such prices, upon such
terms and conditions, and in such manner,
as may be prescribed in or pursuant to this
act.

SURPLUS PROPERTY BEOARD

Bec. 5. (a) There is hereby established in
the Office of " War Mobiiization, and in its
succeszor, a Surplus Property Board (herein-
after celled the “Board”), which shall be com-
posed of three members, each of whom shall
be appointed by the President, by and with
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the sdvice and consent of the Senate, and
shall receive compensation at the rate of
$12,600 per annum. The term of gfiice of the
members shall be 2 years, except that the
term of office of the members first appointed
shall expire 2 years from the date of the en-
rotment of this ect, and the next succeeding
terms shall then begin, and any person ap-
pointed to fill a vacancy caused by the death,
resignation, or removal of a member prior to
the expiration of the term of such member
shall be appointed only for such unexpired
term. The President shall designate one of
the members cf the Board as Chairman,

(b) The Board may, within the limits of
funds which may be made available, appoint
and fix the compensation of such officers and
employees, and may make such expznditures
for supplies, facilities, and services, as may
be necessary to carry out its functions.
Without regard to the provisions of the civil-
service laws and the Classification Act of
1923, as amended, the Board may appoint
such epecial assistants, and may employ such
cartified public mccountants, qualified cost
accountants, industrial engineers, appraisers,
and other experts, and fix their compensation,
and may contract with such certified public
accounting firms and qualified firms of engi-
neers, as may be necessary to carry out its
funetions.

DUTIES AND AUTHORITY OF BOARD

Bec. 6. The activities of the Board shall be
coordinated with the programs of the armed
forces of the United States in the interests
of the war effort. Until peace is concluded
the needs of the armed forces are hereby de-
clared and shall remain paramount. The
Board shall have general supervision and di-
rection, as provided in this act, over (1) the
care and handling and disposition of surplus
property, and (2) the transfer of surplus
property between Government agencies.

COOPERATION WITH INTERESTED GOVERNMENT
AGENCIES

Sec. 7. The Board shall advise and con-
sult with other interested Government agen-
cies with a view to obtalning all aid and
assistance possible In coordinating the fune-
tions of the several agencies affected by the
disposition of surplus property.

DELEGATION OF AUTHORITY

Sec. 8. The head of any Government
agency, except the Board, may delegate, and
authorize successive redelegations of, any au-
thority conferred upon him or his agency by
or pursuant to this act to any officer, agent,
or employee of such agency or, with the ap-
proval of the Board, to any other Government
agency.

REGULATIONS -
£ec. 9. (a) The Board shall prescribe regu=
lations to effectuate the provisions of this
In formulating such regulations, the
Board shall be guided by the objectives of
this act.

(b) Regulations issued pursuant to subsec-
tion (a) may, except as otherwise provided
in this act, contain provisions prescribing
the extent to which, the times at which, the
areas in which, the agencies by which, the
prices at which, and the terms and conditions
under which, surplus property may be dis-
posed of, and the extent to which and the
conditions under which surplus  property
shall be subject to care and handling,

(¢) Each Government agency shall carry
out regulations of the Board expeditiously
and shall issue such further regulations, not
inconsistent with the regulations of the
Board, as it deems necessary or desirable to
carry out the provisions of this act.

{d) Regulations prescribed under this act
ghall be published in the Federal Reglster.

DESIGNATION OF DISPOSAL AGENCIES

Sec. 10. (a) Except as provided in sub-
section (b) of this section, the Board shall
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deslgnate one or more Government agencles
to act as disposal agencies under this act.
In exercising its authority to designate dis-
posal agencies, the Board shall assign surplus
property for disposal by the fewest number of
Government agencles practicable and, so far
as it deems feasible, shall centralize in one
disposal agency responsibility for the dis-
posal of all property of the same type or class,

(b) The United States Maritime Commis-
sion shall be the sole disposal agency for
surplus vessels which the Commission de-
termines to be merchant vessels or capable
of conversion to merchant use, and such ves-
sels shall be disposed of only in accordance
with the provisions of the Merchant Marine
Act, 1936, as amended, and other laws au-
thorizing the sale of such vessels.

DECLARATION AND DISPOSITION OF SURPLUS
PROPERTY

Bec. 11. (a) Each owning agency shall
have the duty and responsibility continuously
to survey the property in its control and to
determine which of such property is surplus
to its needs and responsibilities.

(b) Each owning agency shall promptly
report to the Board and the appropriate dis-
posal agency all surplus property in its con-
trol which the owning agency does not dis-

pose of under section 14.

(c) Whenever in the course of the per-
formance of its duties under this act, the
Board has reason to belleve that any owning
agency has property in its control which is

surplus to its needs and responsibilities and_

which it has not reported as such, the Board
shall promptly report that fact to the Senate
and House of Representatives. Each own-
ing agency and each disposal agency shall
submit to the Board (1) such information
and reports with respect to surplus property
in the control of the agency, in such form,
and at such reasonable times, as the Board
may direct; (2) such information and re-
ports with respect to other property in the
control of the agency, to such extent, and
in such form as the Board may direct and
as the agency deems consistent with national
security.

(d) When any surplus property Is reported
to any disposal agency under subsection (b)
of this section, the disposal agency shall have
responsibility and authority for the disposi-
tlon of such property, and for the care and
handling of such property pending its dis-
position, in accordance with regulations pre-
scribed by the Board. Where the disposal
agency is not prepared at the time of its
designation under this act to undertake the
care and handling of such surplus property
the Board may postpone the responsibility of
the agency to assume its duty for care and
handling for such period as the Board deems
necessary to permit the preparation of the
agency therefor.

(e) The Board shall prescribe regulations
necessary to provide, so far as practicable,
for uniform and wide public notice concern-
ing surplus property available for sale, and
for uniform and adequate time intervals be-
tween notice and sale so that all interested
purchasers may have a fair opportunity to
buy. 3

(f) No surplus property which was proc-
essed, produced, or donated by the American
Red Cross for any Government agency shall
be disposed of except affer notice to and
consultation with the American Red Cross,
All or any portion of such property may be
donated to the American Red Cross, upon its
request, solely for charitable purposes.

(g) Each disposal agency shall maintain
in each of its disposal offices such records
of its inventories of surplus property and of
each disposal transaction negotiated by that
office as the Board may prescribe. The in-
formation in such records shall be available
at all reasonable times for public inspection.
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UTILIZATION OF SURPLUS PROPERTY BY FEDERAL
AGENCIES

Sec. 12. (a) It shall be the duty of the
Board to facilitate the transfer of surplus
property from one Government agency to
other Government agencies for their use; and
the transfer of surplus property under this
section shall be given priority over all other
disposals provided for in this act.

(b) It shall be the responsibility of all
Government agencies, in order to avoid mak-
ing purchases through commeré¢ial channels,
continuously to consult the records of sur-
plus property established by the Board and
to determine whether their requirements can
be satisfied out of such surplus property. It
shall also be the responsibility of the head
of each Government agency to submit to the
Board such estimates of the needs of the
agency and such reports in relation thereto
as the Board may deem necessary to promote
the fullest utilization of surplus property. It
shall be the responsibility of the Board to

_determine whether Government agencies are

“acquiring surplus property to the fullest pos-
sible extent, and to notify agencies when-
ever, in its judgment, they are not so doing.

(c) The disposal agency responsible for
any such property shall transfer it to the
Government agency acquiring it at the fair
value of the property as fixed by the disposal
agency, under regulations prescribed by the
Board, unless transfer without reimburse-
ment or transfer of funds is otherwise au-
thorized by law.

DISPOSAL TO LOCAL GOVERNMENTS AND NONPROFIT
INSTITUTIONS

Sec. 18. (a) The Board shall prescribe reg-
ulations for the disposition of surplus prop-
erty to States and their political subdivisions
and instrumentalities, and to tax-supported
and nonprofit institutions, and shall deter-
mine on the basis of need what transfers
shall be made. In formulating such regula-
tions the Board shall be guided by the ob-
jectives of this act and shall give effect to
the following policieg to the extent feasible
and in the public interest:

(1) (A) Burplus property that is appropri-
ate for school, classroom, or other educational
use may be sold or leased to the States and
their political subdivisions and instrumen-
talities, and tax-supported educational insti-
tutions, and to other nonprofit educational
institutions which have heen held exempt
from taxation under section 101 (6) of the
Internal Revenue Code.

(B) Surplus medical supplies, equipment,
and property sultable for use In the protec-
tion of public health, including research,
may be sold or leased to the States and their
political subdivisions and instrumentalities,
and to tax-supported medical Institutions,
and to hospitals or other similar institutions
not operated for profit which have been held
exempt from taxation under section 101 (6)
of the Internal Revenue Code. .

(C) In fixing the sale or lease value of
property to be disposed of under subpara=-
graph (A) and subparagraph (B) of this
paragraph, the Board shall take into consid-
eration any benefit which has accrued or
may accrue to the United States from the
use of such property by any such State, po-
litical subdivision, instrumentality, or insti-
tution.

(2) Surplus property shall be disposed of
so0 as to afford public and governmental insti-
tutions, nonprofit or tax-supported educa=
tional institutions, charitable and eleemosy=
nary institutions, nonprofit or tax-supported
hospitals and similar institutions, States,
their political subdivisions and instrumen-
talities, and volunteer fire companies, an op-
portunity to fulfill, in the public interest,
thelr legitimate needs.

(b) Under regulations prescribed by the
Board, whenever the Government agency
authorized to dispose of any property finds
that it has no commercial value or that the
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cost of its care and handling and disposition
would exceed the est!mated proceeds, the
agency may donate such property to any
agency or institution supported by the Fed-
eral Government or any State or local govern-
ment, or to any nonprofit educational or
charitable organization, or, if that is not
feasible, shall destroy or otherwise dispose
‘of such property, but, except in the case of
property the immediate destruction of which
is necessary or desirable either because of
the nature of the property or because of the
expense or difficulty of its care and handling,
no property shall be destroyed until 30 days
after public notice of the proposed destruc-
tion thereof has been given (and a copy of
such notice given to the Board at the be-
ginning of such 30-day period) and an at-
tempt has been made within such 30 days
to dispose of such property otherwize than
by destruction.

(c) No airport and no harbor or port
terminal, including necessary operating
equipment, shall be otherwise disposed of
until it has first been offered, under regula=?*
tions to be prescribed by the Board, for sale
or lease to the State, political subdivisions
thereof, and any municipality, in which it
is situated, and to all municipalities in the
vicinity thereof,

(d) Whenever any State or political sub-
division thereof, or any State or Government’
agency or instrumentality certifies to the
Board that any power transmission line de-
termined to be surplus property under the
provisions of this act is needful for or adapt-
able to the requirements of any public or
cooperative power project, such line and the
right-of-way acquired for its construction
shall not be sold, leased for more than 1 year,
or otherwise disposed of, except as provided
in section 12 or this section, unless specifi-
cally authorized by act of Congress.

(e) In disposing of any surplus real prop-
erty, as defined in section 23, on or across
which highways or streets had been estab-
lished and constructed and were being main-
talned by the States or their political sub-
divisions or instrumentalities at the time
such surplus real property was acquired by
the Government, and where such highways
or streets were vacated, destroyed, or shut
off from general public use in order to meet
the requirements and serve the purposes of
the Government, the States or their political
subdivisions or instrumentalities first shall
be given a reasonable time, to be fixed by the
Board, in which to repurchase the original
rights-of-way on which such highways or
streets were established and in which to
purchase such new or additional rights-of-
way as may be required for reestablishing, in
whole or in part, such highways or streets of
greater width or on new and more adequate
lccations, at a price not exceeding that pald
therefor by the Government.

(f) The disposal of surplus property under
this section to States and political subdivi-
sions and instrumentalities thereof shall be
given priority over all other disposals of prop~
erty provided for in this act except transfers
under section 12,

Mr. CAPEHART. Mr, President, I
wish to say in conclusion that I realize
the importance of properly disposing of”
surplus war materials. I do not believe
anyone realizes more keenly than I do
the tremendous and complex job which is
involved. It isa hard job. To my mind
the disposal of surplus property is one
of the most difficult problems which face
us. My only hope, and my reason for
calling the matter to the attention of
the Senate, was that we might do some-
thing about it, either through amending
the present surplus property law or by
talking to those who are responsible for
the administration of the law.
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Mr. HILL. Mr. President, I do not
wish to detain the Senate, The Senator
from Indiana very kindly placed in the
REecorp the letter he had received from
former Senator Gillette, Chairman of the
Surplus Property Board. However, I
feel that at this point I should bring to
the attention of the Senate an excerpt
from the letter, because to my mind it

shows very clearly that what the Surplus *

Property Board is seeking to do and has
sought to do is to make the property as
widely available to everyone as possible.
Instead of having any thought of limit-
ing the availability of the property to
any particular group or section, the idea
of the Board seems to be to try to make
the property as widespread as possible
in its availability.

Former Senator Gillette said this in
his letter:

It was In their minds—

Referring to the Board—
that where property was declared surplus
in one locality, it was discriminatory to the
rest of the country if they had to travel long
distances to inspect the property. For in-
stance, if machinery was declared surplus at
Atlanta, Ga., it was obviously impossible for
prospective buyers to come from Oregon or
Maine and bid in competition with those in
the near area. To obviate this dfficulty, the
policy of setting up around a dozen regional
offices was established where the concenira-
tion could be made more accessible. Of
course, it follows that there is still some-
thing of unfairness, and a number of pro-
tests have come to me whereby prospective
purchasers at the edge of one region would
find it more convenlient to go to an adjoining
region concentration point which was nearer
to them. There seems to he little doubt
that the regional system is a big improve-
ment over the concentration at one point.

I share with the Senator from Indiana
the feeling that surplus property should
be given the widest possible availability
to all the people. I wish to eall at-
tention to the fact that it certainly seems
to be the thought and purpose of the
Board, as evidenced by its action in es-
tablishing the regions and by the state-
ments contained in the letter of former
Senator Gillette, to try to do that very
thing. It may be that the Board has not
done it; it may be that'it has failed; but
certainly its purpose and its motive, as
evidenced by the statements contained in
the letter, are good, and it seeks to do
what the Senator from Indiana and the
rest of us would have it do.

Mr. CAPEHART. Mr. President, will
the Senator yield to me?

Mr. HILL, I yield.

My, CAPEHART. At the beginning of
my remarks, I believe I congratulated the
Board for setting up the regional offices
which would concentrate the selling of
surplus war merchandise in given loca-
tions. I think that is excellent. I con-
cede that by doing so the demands on
transportation and manpower have been
decreased. But I cannot agree that the
wide distribution in the sale of surplus
property, which the Surplus Property Act
calls for, can be had by denying a resi-
dent of a given State the right to buy such
materials in some other State. I simply

cannot conceive that that is so.
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Mr. HILL. On that point former Sen-
ator Gillette said in his letter:

Of course, it follows that there is still
something of unfalrness.

Evidently he agrees with the Senator.

I wish to bring out the point that I
think it is very clear from a reading ef the
letter of Chairman Gillette that what the
Board had in mind and what it seemed
to be seeking to do in establishing the
regional offices was the very thing which
I'think the Senator from Indiana and,
indeed, most of the Senators would have
it do.

Mr. CAFEHART. -Mr. President, will
the Senator yield to me again?

Mr. HILL. I yield.

Mr. CAPEHART. Chairman Gillette
said in his letter that the Board did not
set up the regional offices, but that they
were set up by the Procurement Division
of the Treasury Department. Therefore,
according to his letter, which the Senator
read a moment ago, Chairman Gillette
did not set up the regional offices and is
not: responsible for them; but they were
there, as the Senator from New Mexico
said, when he arrived.

Some 2 weeks ago I talked to Mr.
Moran, of the Procurement Division of
the Treasury Department. Thus far I
have not been able to obtain a satisfac-
tory answer. One of the answers he
gave to a dealer in Indiana was that the
act specifies that, wherever possible, the
merchandise is to be routed through
regular distribution channels, but that
if the dealers did not stop complaining
they would sell the merchandise directly
to the consumers, in competition with
the dealers.

Personally, as a businessman, I cannot
conceive of any rule or regulation which
would deny to any American the right
to purchase surplus war maferials. I
do not know how other Senators feel
about the matter.

Mr. WHEELER. Mr. President, of
course, I cannot conceive how any de-
partment of our Government has a right
to say to John Smith or John Q. Citizen,
“¥You cannot buy the property of the
Government at any place in the United
States where you wish to buy it.” In the
first place, no department of the Gov-
ernment has the right under any law
about which I know to establish a rule
that any citizen of the United States
cannot bid on any Government property
at any place in the United States. I
think it unfortunate that a rule of that
kind has been made.

Mr. HILL. Mr. President, will the
Senator yield in that connection?

Mr. WHEELER. I yield.

Mr. HILL. The Senator from Ver-
mont and I lived with this problem in
the conference committee for several
weeks. There are many difficulties about
it which do not appear on its face. For
instance, consider the question of farm
machinery. It might be that the Gov-
ernment could let one big dealer buy all
the surplus farm machinery and dis-

tribute it. The Government might ob-

tain a better price by doing so. But in
the act we wrote the policy that there
should be an attempt to have the farm
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machinery placed in the hands of indi-
vidual farmers.

The only reason I call attention to that
situation is that those of us who lived with
this problem in committee for 4 solid
weeks in the committee on conference
trying to have the bill written, realize
that many difficulties are involved. We
recall the selling of surplus property after
the last war. There was quite a story
about the sale of raincoats at that time.
A dealer came to Washington and bought
all the surplus raincoats. He paid the
Government what seemed to be a fairly
good price for them. Certairly there was
no other dealer who was willing to bid
on the entire supply of raincoats. That
dealer then sold the raincoats in small
lots or sold them separately to individuals,
and he made an enormous profit. So
that question enters into the situation.

If we want the surplus property to be
distributed to the farmers and to other
groups which we are trying to take care
of, we cannot always say that any citizen
may buy the surplus property. There are
many different limitations of such a
nature,

Mr. CAPEHART. Mr, President, will
the Senator yield?

Mr. WHEELER. Mr, President, I have
the floor, and I wish to make a brief
statement.

I understand that some of this ma-
chinery is advertised piece by piece. So
what the Senator has said with reference
to that subject would not have any effect
on the situation.

‘Ihave received a complaint from a con-
stituent of mine. I did not intend to
bring the matter up now because I had
expected to take it up with the Board. A
constituent of mine wanted to buy some

surplus materials; . He said that he had
put in a bid which was larger than the
bid submitted by another person, but he
was denied the right to have his bid con-
sidered because the particular property in
which he was interested was being sold
for a large lump sum. It seems to me
the present rule is perfectly unfair and
that considerable complaint will result if
it is continued in effect. I can under-
stand that in some particular lines it may
be to the advantage of the Government
to sell in larger lots than in smaller lots.
But clearly the Board is wrong when it
says to John Smith, for example, “You
can bid on something in Chicago because
that city is in your distriet, but you can-
not bid on similar merchandise in Se-
attle.”

It seems to me that it is not right to
say that an American citizen cannot bid
on Government property wherever it may
be. A man in my State might wish to bid
on some bolts, or articles of that kind,
The bolts might not be for sale in his
district and yet, he could not bid on them
in any other district.

Mr. CAPEHART. Mr. President, I
think the plan of having 12 regions in
which to concentrate surplus material is,
as I have said, an excellent one. In my
opinion it should possibly be increased
to 24 or 36. At the present time all this
merchandise is concentrated at one place,
However, it should be sold %o any person
in the United States who is willing to
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pay the highest price, regardless of where
the property may be located.

I ask the distinguished Senator from
Alabama [Mr. Hiur] if, in his opinion,
the Surplus Property Board has the right
to change the regulaticns of the Procure-
ment Division, in which the rule was
established that a person must live in a
particular region in order to be allowed
to bid on surplus property.

Mr. EILL. I have not read the act
since it was passed last September, but
my opinion is that today the Surplus
War Property Board has ¢~ :h authority.

Mr. HATCH. Mr. President, I rose only
to say that the committee, though not a
legi-'ative ccmmittee, has devoted some
thought and study to the question of the
disposal of surplus property. The ques-
tion which has been raised today is not
exactly a new one. As a matter of fact,
Congress gave the Surplus War Property
Board full power and authority to issue
regulations. That is just about the ex-
tent of the power which it h=s been given.
The Board may make regulations and
establish policies, but it has no power to
enforce or carry out those policies.

Mr. FERGUSON. Mr. President, will
the Senator yield?

Mr. HATCH. I yield to the Senator
from Michigan.

Mr. FERGUSON. As an enforcement
agency the Board would have power,
however, to change an agency if it shou!d
refuse to carry out the language and the
spirit of a rule or regulation which had
been issued.

Mr. HATCH. The Board would have
no way of knowing whether the agency
was carrying out the rule or regulation.
Is that not true?

Mr. FERGUSON. The Senator said
that the Board would have no way of
knowing.

Mr. HATCH. No; they have no meth-
od of ascertaining.

Mr. FERGUSON. Mr. President, I
think they would have the method of
ascertaining through complaints.

Mr. HATCH, Yes; they could read
the public press.

Mr. FERGUSON. I think perhaps
they would receive a sufficient number
of letters from Representatives and Sen-
ators to indicate that in many cases rules
and regulations were not being observed.
As I recall, the Chairman of the Board
indicated that the difficulty was this:
When they wanted to make a rule or
regulation under the authority given to
them by the act of Congress they had
to submit the rule or regulation to ap-
proximately 23 agencies. They then
had to wait, often for weeks, before
hearing from the agencies, and then
were informed that some particular
agency was opposed to a certain rule or
regulation for one reason or another.
They then had to starf over again and
resubmit a new rule or regulation. ‘Iam
informed by high authority in the Army
that sales are not being made, and there-
fore there is trouble with the officials
of the Army in declaring additional arti-
cles to be surplus property.

Mr. HATCH. Mr. President, I was
about to raise that question. Before the
Board or Treasury Department has any
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Jjurisdiction over the property, it must be
declared to be surplus property.

Mr. FERGUEON. The Army has been
making the complaint that when they
declare surplus property to be surplus
property in many cases it is not sold.

Mr. HATCH. Perhaps I am mistaken,
but I am asking for information. Do
they not go ahead and dispose of it
themselves?

Mr. FERGUSON. I believe they do.

Mr. HATCH. They do not declare it
surplus.

Mr. FERGUSON. On many occasions
they have disposed of property because
they had been authorized to declare it
surplus property under certain circum-
stances. I think that what we need is
action on the part of the Board, and a
determination on their part to carry out
the will of Congress, and see that that
surplus property is distributed at a time
when it is needed in the civilian life of
the Nation.

Mr. BANKHEAD. Mr. President, will

the Senator yield?

Mr. HATCH. Mr. President, I do not
choose to yield further because I wish
to have some understanding about the
matter. However, I yield to the Sena-
$or from Alabama,

Mr. BANKHEAD. Mr, President, Sen-
ate bill 383 was made the unfinished
business of the Senate. It has been
pending for some time, and I have pa-
tiently waited for the time to be reached
when the bill could be disposed of. I do
not think it will take more than 10 min-
utes to dispose of it. If any Senator
wants it to go over, I shall make no
objection.

The PRESIDENT pro tempore. Sen-
ate bill 383 is still before the Senate and
open to amendment.

Mr. HATCH. Mr. President, I wish to
say that I believe there is no more impor-
tant subject before the country than
that concerning the disposal of Govern-
ment surplus property.

Mr. BANKHEAD, The subject is not
a matter now pending before the Senate.

Mr. HATCH. I am trying to be gra-
cious, Mr. President.

Mr. BANKHEAD. I shall not at this
time insist on consideration of the hill
if the Senator from New Mexico wishes
to proceed.

Mr, HATCH. Mr. President, at some
later date I hope that we can take up the
whole subject relating to the disposal of
Government surplus property, discuss it,
and arrive at some reasonable, logical,
and fair conclusion. Inow take my seat
and yield to the Senator from Alabama.

Mr. AUSTIN. Mr. President, will the
Senator from Alabama yield?

Mr. BANKHEAD. I yield.

Mr. AUSTIN. I shall not take more
than 5 seconds.

Mr, , I shall certainly
yield to the Senator, even for an indefi-
nite time.

Mr. AUSTIN. I call attention fo sec~
tion 6 of the Surplus Property Act, giv-
ing the duties and authority of the
Board, where it will be found that the
Board has complete authority over arti=
cles of surplus property. On the same
page is section 9 (c), where it is pro-
vided that if a disposal agency makes
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subsequent rules, they must not be in-
consistent with the rules of the Board.
That is all.

DEVELCPMENT OF COOPERATIVE AGRI-
CULTURAL EXTENSION WORK

The Senate resumed the consideration
of the bill (3. 383) to provide for the
further development of cooperative agri-
cultural extension work.,

The PRESIDENT pro tempore.
bill is open to amendment.

Mr. BANKHEAD, Mr. President, I
hope we can conclude the consideration
of the bill in a very few minutes.

The

The PRESIDENT pro tempore. If

there is no amendment to be offered, the
question is on the engrossment and third
reading of the bill.

The bill was ordered to be engrossed
for a third reading, read the third time,
and passed, as follows:

Be it enacted, etc. That title II of the
act entitled “An act to provide for research
into basic laws and principles relating to
agriculture and to provide for the further
development of cooperative agricultural ex-
tension work and the more complete endow-
ment and support of land-grant colleges,”
approved June 29, 1935 (the Bankhead-Jones
Act), is amended by adding at the end
thereof the following new section:

“Sgc. 23. (a) In order to further develop
the cooperative extension systém as inaug-
urated under the act entitled ‘An act to pro-
vide for cooperative agricultural extension
work between the agricultural colleges in the
several States receiving the benefits of the
act of Congress, approved July 2, 1862, and
and all acts supplementary thereto, and the
United States Department of Agriculture,’
approved May 8, 1914 (U. 8. C,, title 7, secs.
341-343, 544-348), particularly for the fur-
ther development of county extension work,
there are hereby authorized to be appro-
priated, out of any money in the Treasury
not otherwise appropriated, for the purpose
of paying the expenses of cooperative exten-
sion work in agriculture and home eco-
nomies, including assistance to farm peo-
‘ple; in improving their standards of living,
assistance in developing individual farm and
home plans, better marketing and distribu-
tion of farm produets, work with rural youth
in 4-H Clubs and older out-of-school youth,
guidance of farm people in improving farm
and home buildings, development of effective
programs in nutrition, and for the necessary
printing and distribution of information in
connection with the foregoing, the follow-
ing sums:

“(1) $4,500,000 for the fiscal year ending
June 30, 1946, and each subsequent fiscal
year;

“(2) An additional $4,000,000 for the fiscal
year ending June 30, 19047, and each subse-
quent fiscal year; and

“(3) An additional £4,000,000 for the fiscal
year ending June 30, 1948, and each subse-
quent fiscal year, '

“(b) The sums appropriated pursuant to
this section shall be pald to the several
States and the Territory of Hawail in the
same manner and subject to the same condi-
tions and limitations as the additional sums
appropriated under stuch act of May 8, 1914
(the Smith-Lever Act), except that—

*(1) not more ,than 2 percent of the
sum appropriated pursuant to this section
for each fiscal year ghall be available for
paying expenses of the Extension Service in
:ﬁe United States Department of Agricul-

re;

“(2) 500,000 of the sum so appropriated
for each fiscal year shall be allotted among
the Btates and the Territory of Hawall by
the Becretary of Agriculture on the basis
of special needs due to population charac-
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teristics, area in relation to farm population,
or other special problems, as determined by
such Secretary;

“(3) the remainder of the sum so appro-
priated for each fiscal year shall be paid
to the several States and the Territory of
Hawal in the proportion that the farm popu-
lation of each bears to the total farm
population of the several SBtates and Terri-
tory of Hawall, as determined by the census
of 1940; and

“{4) the several States and the Territory
of Hawali shall not be required to offset or
match the funds allotted from sums appro-
priated pursuant to subparagraph ' (1) of
subsection (a) of this section.

“{c) The sums appropriated pursuant to
this section shall be in addition to and not
in substitution for sums appropriated under
such aet of May 8, 1914, as amended and
supplemented, or sums otherwise appropri-
ated for agricultural extension work. Allot-
ments to any State or the Tetritory of Ha-
wail for any fiscal year from the appropria-
tions herein authorized shall be available
for payment to such State or the Territory of
Hawail only if such State or the Territory
of Hawail complies, for such fiscal year,,
with the provisions with reference to offset
of appropriations (other than appropriations
under this section and section 21 of this
title) for agricultural extension work.”

Sec. 2. Bection 21 of such act of June
29, 1935, is amended by striking out “(other
than appropriations under this section)"
and inserting in lieu thereof *“(other than
appropriations under this section and section
23 of this title).”

CEILING PRICE FOR TOBACCO

Mr. MAYBANK. Mr. President, for
the past few weeks I have followed with
interest the fight of the American to-
bacco growers of Maryland for an in-
crease in the ceiling price of tobacco,
I come from one of the largest tobacco-
growing States in the country, and our
people have had this subject before the
O. P. A. and before the Economic Stabil-
ization Director on many occasions, I
have hesitated to say anything while Sen-
ators were debating the pending business
today, but I take this opportunity to
commend those who represented the
State of Maryland and to commend the
farmers of Maryland for having secured
an increase of 2 cents a pound in the
price of their tobacco.

Mr. President, the reason given by the
Economic Stabilization Director for the
increase was that the costs of labor and
farm machinery and other items msake
it necessary.

At this very moment the farmers of
the Carolinas are setting out their to-
baczo, plowing their fields, and attending
their crops, from sun up to sun down,
with but little labor, and with machinery
that is quite expensive. Laborers work-
ing in the war factories nearby along
the Atlantic Seaboard are paid 2, 3, 4, and
sometimes 5 times as much as the farm-
ers could afford to pay them.

Mr. President, I desire to bring this
matter to the attention of the Senate
because in July and August our farmers
will be called upon to sell their tobacco,
and I hope that the same treatment will
be accorded the tobacco of our farmers
in their tobacco market as is given in
what are known as the border markets,
within 50 miles of the North Carolina-
South Carolina line, where most of the
tobacco of the world is produced. I hope
the same treatment will be accorded
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them when they bring their tobacco to
the market for sale in July and August.

For the REecorp, I ask unanimous con-
sent that following my brief remarks
there be printed the story in the Evening
Star of yesterday of the increase in the
ceiling price secured by the Maryland
tobacco producers.

There being no objection, the article
was ordered to be printed in the REcorb,
as follows:

MARYLAND TOBACCO CEILING RAISED 2 CENTS;
EOME SALES BEGIN

Some southern Maryland tobacco ware~
houses began selling the bumper 1944 crop
today following announcement of a 2-cent
ceiling price increase by the Office of Price
Administration yesterday.

Markets at La Plata, Hughesville, and Wal-
dorf began orperations today, and the Balti-
more and Upper Marlboro markets were ready
to start tomorrow.

The O. P. A. sald the increase—from &5
cents to 67 cents—is based on a directive
issued by the Office of Economic Stablliza-
tion, and will apply to all Maryland tobacco,
whether the grower sells in hogsheads or on
the loose-leaf market.

The O. E. 8. issued the directive after fur-
ther examination of evidence submitted by
growers and warehousemen disclosed that
“the 2-cent increase is necessary for growers
to obtain a weighted average price of about
48 cents a pound.”

Representative Sasscer, who with Bena-
tors Typings and RapcLiFre, Democrats, of
Maryland, led a group of growers and ware-
housemen in a ceiling price appeal to Stabili-
zation Director William H, Davis, expressed
gratification that “Mr, Davis has given us
some relief.”

“In view of our increasing costs and past
averages,” Mr. Sasscer sald, “I do not think
57 cents is enough, but §7 cents is better than
the 55 cents proposed last week.”

On the basis of a 80,000,000-pound crop,
officials estimated the increase would add
about $600,000 to tobacco growers' income.

George Sachse, general manager of the
Maryland Tobacco Growers' Assoclation in
Baltimore, said Maryland tobaccomen “are
still dissatisfled with the 48-cent average
originally set by the O, P. A. and retained in
the revised order and will survey the situa-
tion and see if any further steps can be taken
to raise the average set as this year's goal by
the O. P. A"

‘Warehouses throughout the State origi-
nally scheduled to begin sales April 17, re-
mained closed pending the ceiling price ap-
peal. This is the second year sales have been
delayed pending a price adjustment.

ATTENDANCE IN THE SENATE

Mr, ELLENDER. Mr. President, I wish
to announce that the distinguished
junior Senator from Mississippi [Mr.
Eastrann] and I missed the last roll call
by about 40 seconds. We were very busily
engaged in a hearing before the Com-
mittee on Territories and Insular Af-
fairs, which is presided over by the senior
Senator from Maryland [Mr. Typines],
who is still in the committee hearing.
We were asked to be in attendance this
afternoon so as to accommodate quite a
number of Puerto Ricans who flew to
Washington some time ago in order to
appear before our committee in connec-
tion with the independence bill,

EXECUTIVE SESSION

Mr. HILL. Imove thatthe Senate pro-
ceed to consider executive business. -

The motion was agreed to; and the
Senate proceeded to the consideration of
executive business.
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EXECUTIVE REPORTS OF COMMITTEES

The following favorable reports of
nominations were submitted:

By Mr. WALSH, from the Committee on
Naval Affairs:

Capt. Carl F. Holden, United States Navy,
to be a rear admiral in the Navy, for tempo-
rary service, to rank from the 10th day of
August 1943;

Capt. Edwin T. Short, United States Navy,
to be a commodore in the Navy, for tempo-
rary service, to continue while serving as
commander of a transport squadron, and un-
il reporting for other permanent duty;

Capt. Samuel P. Jenkins, United States
Navy, to be a commodore in' the Navy, for
temporary service, to continue while serving
as commander of a transport squadron, and
until reporting for other permanent duty;

Capt. Alexander 8. Wotherspoon, United
States Navy, to be a commeadore in the Navy,
for temporary service, to continue while serv-
ing as commander of a transport sgquadron,
and until reporting for other permanent
duty:

Cipt. Harvey E. Overesch, United States
Navy, to be a commodore in the Navy, for
temporary service, to continue while serving
as chief of staff to commander, Hawaiian Sea
Frontier, and until reporting for other perma-
nent duty; and

Capt. Richard W. Bates, United States Navy,
t0 be a commodore in the Navy, for temporary
gervice, to continue while serving as com-
mander, motor torpedo boat squadrons,
United States Pacific Fleet, and until report-
ing for other permanent duty.

By Mr. McKELLAR, from the Commitiee on
Post Offices and Post Roads:

' Sundry postmasters.
ON INCOMES AND ESTATES—REMOVAL OF

INJUNCTION OF SECRECY FROM CON-

VENTIONS

Mr., HILL. Mr, President, on behalf of
the chairman of the Committee on For-
eign Relations [Mr. ConwarLyl, I ask
unanimous consent that the injunction
of secrecy be removed from Executive D,
a convention between the United States
of America and the United Kingdom of
Great Britain and Northern Ireland, for
the avoidance of double tazation and the
prevention of fiscal evasion with respect
to taxes on incomes, signed at Washing-
ton on April 16, 1945, and also that the
injunction of secrecy be removed from
Executive E, a convention between the
United States of America and the United
Kingdom of Great Britain and Northern
Ireland, for the avoidance of double tax-
ation and the prevention of fiscal evasion
with respect to taxes on the estates of
deceased persons, signed at Washington
on April 16, 1945.

The PRESIDENT pro tempore. With-
ocut chjection, the injunction of seccrecy
will be removed from the conventions and
they will be published in the REcORD.

The President’s message of transmittal,
and the conventions, with accompanying
papers, are as follows:

EXECUTIVE D, SEVENTY-NINTH CONGRESS, FIRST
SESSION—CONVENTION WITH GREAT BERITAIN
AND NORTHERN IRELAND WITH RESPECT TO
TAXES ON INCOMES

Tre WHITE Housk, April 24, 1945.

To the Senate of the United States:
With a view to receiving the advice and

consent of the Senate to ratification, I

transmit herewith two conventions be-

tween the United States of America and
the United Kingdom of Great Britain and

Northern Ireland, which were signed in

Washington on April 16, 1945, as follows:

CONGRESSIONAL RECORD—SENATE

(1) A convention for the avoidance of
double taxation and the prevention of
fiscal evasion with respect to taxes on
income, and (2) a convention for the
avoidance of double taxation and the
vention of fiscal evasion with respect to
taxes on the estates of deceased persons.

The conventions have the approval of
the Department of State and the Treas-
ury Department. :

I also transmit herewith, for the in-
formation of the Senate, the report of
the Secretary of State with respect to the
conventions.

Harry S. TRUMAN.

[Enclosures: (1) Report of the Secre-
tary of State; (2) convention between the
United States and the United Kingdom,
signed April 16, 1945, relating to taxes on
income; (3) convention between the
United States and the United Kingdom,
signed April 16, 1945, relating to taxes on
the estates of deceased persons.]

DEPARTMENT OF STATE,
Washington, April 16, 1945,
The PRESIDENT,
The White House:

The undersigned, the S:=cretary of State,
has the honor to lay before the President,
with a view to their transmission to the Sen-
ate to receive the advice and consent of that
body to ratification, if his judgment approve
thereof, two conventions between the United
BStates of America and the United Kingdom
of Great Britaln and Northern Ireland, which
were signed In Washington on April 16, 1945,
as follows: (1) A conventlon for the avoid-
ance of double taxatlon and the prevention
of fiscal evasion with respect to taxes on in-
come, and (2) a convention for the avoldance
of double taxation and the prevention of
fiscal evasion with respect to taxes on the
estates of deceased persons.

The Department of State and the Treasury
Department collaborated in the negotiation
of the conventions. The conventions have
the approval of both Departments.

Reallzing that the imposition and collec-
tion of taxes upon the same income or upon
the same estate by both the United States
of America and the United Kingdom may,
and often do, result in double taxation of a
severe character, representatives of this Gov-
ernment have engaged in technical discus-
slons with representatives of the British Gov-
ernment with a view to determining the
bases upon which conventions between the
two Governments might be concluded for the
purpose of avoiding double taxation, insofar
as practicable, modifying certain conflicting
principles of taxation for this purpose, and
establishing certain procedures for the ex-
change of iInformation between the two coun-
tries in relation to taxation. The two con-
ventions submitted herewith were formu-
lated as a result of those discussions,

In matters of prineciple and substance, most
of the provisions of the convention relating
to taxes on income are consistent, if not
identical, with provisions in one or another
of the existing income-tax conventions be-
tween the United States of America and cer-
tain foreign countries, namely (1) the con-
vention and protocol of March 23, 1939, with
Sweden, which became effective on January
1, 1940; (2) the convention and protocol of
March 4, 1942, with Canada, which was made
effective as of January 1, 1841; and (3) the
convention and protocol of July 25, 1939,
with France, which became effective on Jan-
uary 1, 1945,

The convention relating to taxes on the
estates of deceased persons is similar, in
substantial respects, to the existing con-
vention of June 8, 1944, between the United
States of America and Canada, relating to
double taxation in the case of estate taxes
and succession duties, which, upon the ex-
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change of instruments of ratification, became
eflective as of June 14, 1941,

It is believed that the application of the
provisions of an income-tax convention of
the kind submitted herewith will constitute
a definite step toward the removal of an
undesirable impediment to international
trade which results from the double taxa-
tion of incomes, and that the application of
the provisions of an estate-tax convention

.of the kind submitted herewith will go far

toward eliminating double taxatlon in con-
nection with the settlement in either country
of estates in which nationals of the other
country have interests, The two conventions
establish a satisfactory basis for the ultimate
accomplishment of objectives in the mutual
interest of the two countries.

Considering each of the two conventions
separately, statements in further explanation
are made in the paragraphs below.

CONVENTION RELATING TO TAXES ON INCOME

The major features of the income-tax con-
vention may be summarized as follows:

(1) Specific reference to the taxes to which
the convention relates and extensive defini-
tion of terms found in the convention (arts.
I and II).

(2) Adoption of principles affecting the
determination of amount and affecting the
taxation, of business income derived by busi-
ness enterprises of one country from sources
within the other country (arts. III, IV,
and V).

(3) Reduction in the United States rate of
tax at the source from 30 to 15 percent in the
case of dividends moving from the United
States to the United Kingdom and, corre-
spondingly, continuance of the existing
Eritish system of exemption from income tax,
and =adoption of exemption from United
Kingdom surtax, in the case of dividends
moving- from the United Kingdom to the
United States (art. VI).

(4) Exemption from taxation of (a) inter-
est, (b) royalties, (¢) Government salaries,
(d) annuities and pensions, and (e) earned
income derived from scurces in one country
by residents or corporations of the other
country not engaged in trade or business in
the former country (arts. VII, VIII, IX, X,
XI, and XII).

(5) Continuation and expansion by the
United States of the credit for foreign income
taxes, and adoption by the United Kingdom
of the principle of credit for United States
income tax (art. XIII).

(6) Alleviation, with respect to residents
of the United EKingdom, of taxation by the
United States of nonresident aliens and for-
eign corporations in the case of certain taxes
alleged to have an extraterritorial character
(arts. XIV, XV, and XVI.)

(7) Settlement of pending cases affecting
residents of the United Kingdom or United
Kingdom corporations, and involving the
taxation of capital gains and the applica-
tion of principles to which (6), above, re-
lates (art. XVII).

(8) Exemption, upon certain conditions,
of professors or teachers and students or
business apprentices from taxes on their
remuneration or on payments made to them
(arts, XVIII and XIX).

(9) Cooperation between the contracting
countries with a view to the prevention of
evasion of taxation imposed by the respec-
tive countries (art. XX).

(10) Extension of the principle, expressed
in many treaties of the United States, re-
specting national treatment of resident aliens
in tax matters with a view to equality of
taxation (art. XXI). y

.(11) Laying the ground work for applica-
tion of the provisions of the convention to
colonies or other territories which impose
taxes substantially similar to the taxes to
which the convention relates (art. XXII).

Some of the significant provisions of the
convention may be explained further as fol-
lows,- particularly with a view to indicating
the extent to which the convention may
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modify the existing revenue laws of the
United States:

By article I the convention is made -ap-
plicable, In respect of the United States,
only to Federal income taxes, including sur-
taxes and excess-profits taxes. Consequently,
the convention does not apply to taxes im-
posed by the several States of the United
States, with one exception, namely, article
XXI, to which further reference is made

hereinafter. .

By article VI the 30-percent rate of United
States tax generally epplied with respect to
nonresident allens and nonresident forelgn
corporations, and the higher rates of nor-
mal tax and surtax when applicable to such
aliens, are reduced to 15 percent in the case
of dividends in general, or to 5 percent in
the case of dividends paid by a United States
domestic subsidiary corporation to its British
parent corporation. A like reduction to 15
percent is applied, under article IX, to gross
mineral royalties and to gross real-property
rentals derived from United States sources
by residents of the United Kingdom, such
reduced rate being considered substantially
equivalent to the rate of 50 percent upon
net rentals flowing from the United King-
dom to the United States. The United King-
dom, in effect, imposes no tax on dividends
as such, but does impose surtax with respect
to dividends; under the proposed conven-
tion dividends moving to the United States
from the United Eingdom will thus be ex-
empt from United Kingdom standard tax and
surtax,

By articles VII and VIII interest and roy-
alties are wholly exempt upon a reciprocal
basis. Accordingly, interest and royalties will
move to the United States from the United
Eingdom free from United Kingdom tax
(otherwise generally imposed at the rate of
50 percent) and from the United States to
the United Kingdom free from United States
tax (otherwise generally imposed at the rate
of 30 percent).

By article XI the United States agrees to
continue, during the lifetime of the ~onven-
tion, its existing system of credit for foreign
tax insofar as credit for United Kingdom in-
come tax is concerned, and to liberalize such
system s0 as to allow credit for United King-
dom tax on earnings out of which dividends
are pald to United States shareholders of
United Kingdom corporations. The United
Kingdom, on the other hand, agrees to adopt
the system of credit for United States tax im-

posed upon income derived from United .

States sources by residents of the United
Eingdom or by United Eingdom corporations.
It has long been a provision of United
States revenue laws that, upon certaln con-
ditions, dividends pald by a forelgn corpora-
tion to nonresident aliens or foreign corpora-
tions are to be regarded as income from
sources within the United States and, as
such, taxable by the United States even
though the recipient of such dividends and
the foreign corporation paying them are not
resident in the United States, The United
Kingdom law does not contain any corre-
sponding provision, That provision of the
United States revenue laws has been the
object of frequent objections, it being
charged that such a provision has an extra-
territorial character. The existing income-
tax convention with Canada makes that pro-
< yision inapplicable to residents of Canada.
Article XV of the convention with the United
Kingdom makes the provision inapplicable
to residents of the United Kingdom.,
Bimilarly, article XVI makes the personal-
holding-company provisions of the United
States revenue laws inapplicable to United
Eingdom corporations which are controlled
by residents of the United Kingdom, In this
respect article XVI is identical in principle
with article XIII of the income-tax conven-
tion between the United States and Canada
(S. Executive B, 77th Cong., 2d sess., con-
talns a detalled statement concerning art.
XIII of the convention with Canada), which
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makes the personal-holding-company pro-
visions inapplicable to Canadian corpora-
tions. Article XVI of the convention with
the United Kingdom contains safeguards
against the exemption being used as a means
of tax avoidance,

Article XVII is identical in principle with
article XIV of the income-tax convention
with Canada. Under article XIV of that con-
vention the settlement of cases involving
Canadians and Canadian corporations with
respect to taxable years beginning prior to
1936, and generally involving the taxation
of capital gains from sources within the
United States, has been facilitated. While
the number of similar cases involving
United Kingdom residents and United King-
dom corporations is believed to be small, it is
considered desirable to extend to the United
Kingdom the same provisions in this respect
as are found in the existing convention with
Canada.

Article XX marks an important step in the
direction of fiscal cooperation between the
United States and the United Kingdom in
the field of income taxation. Under this
article there will be obtained by the United
States, upon a reciprocal basis, information
with respect to income derived by residents
of the United States from sources in the
United Kingdom, as well as information in
cases of specific taxpayers with respect to
whom information is available to the revenus
authorities of the United EKingdom. The
principle here adopted materially comple-
ments the United States domestic system of
information at the source and, it is antici-
pated, will be of considerable utility in the
administration of United States revenue
laws, even though the British system of in-
formation at source is less comprehensive
than that employed by the United States.

Article XXI gives expression to principles,
long recognized in practice in the United
States and found in many commercial or gen-
eral-relations treaties of the United States,
relating to equality of taxation in the United
States as between United States citizens re-
siding in the United States and aliens resi-
dent in the United States. Article XXI
effects no change in existing United States
revenue laws.

Article XXITI is an innovation so far as
tax conventions of the United States are
concerned. It lays the basis for application
of the convention to colonies, overseas terri-
tories, and certain other areas over which
authority is exercised by the respective gov-
ernments. It is anticipated that many of
the British colonies or other territories, which
have tax systems closely analogous to that
existing in the United Kingdom, will elect,
in the course of time, to come within the
scope of the convention. This, it is-expected,
will have the effect of providing a solution to
problems in the field of income taxation
which may exist between the United States
and such colonies or other territories, and of
stimulating the economic ties between the
United States and such areas. Inasmuch as
the United States revenue laws do not extend
to overseas possessions, such as Puerto Rico,
those possessions will be free to eleet to come
within the scope of the convention, as they
see fit.

Article XXIII provides for ratification and
for the exchange of instruments of ratifica-
tion and prescribes the effective dates of the
conventon., Under article XXIIT the con-
vention will become effective with respect to
taxable years beginning on or after January
1, 1945, as to the United States, and, as to
the United Kingdom, with respect to years
of assessment beginning in accordance with
the corresponding British tax system. It is
provided in article XXIV that the convention
shall continue in effect indefinitely, but may
be terminated by the giving of a notice for
that purpose by either government to the
other government on or before June 30 In
any year after 1946, so that as to the United
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States the convention may be terminated
with respect to taxable years beginning on”
or after January 1, 1947, and as to the United
Kingdom the convention may be terminated
with respect to years of assessment begin-
ning on or after April 6, 18947. The provisions
of article VI, relating to dividends, are made
subject to termination, without affecting the
remaining provisions of the convention, at
the end of a 2-year period or thereafter by the
giving of a notice along the lines of that
prescribed in article XXIV.

CONVENTION RELATING TO TAXES ON ESTATES

The estate-tax convention with the United
Kingdom, like the estate tax and succession
duty convention of June 8, 1944, with Canada
(S. Executive G, T8th Cong., 2d sess.), has
for its principal purpose the elimination, in-
sofar as practicable, of double taxation which
otherwise would result from the application
to the same estate of both Federal estate
taxes and British estate duties. The conven-
tion also contains provisions relating to mu-
tual administrative assistance through the
exchange of information, with a view to dis-
couraging tax evasion.

As in the case of the convention with Can-
ada, the convention with the United Eing-
dom extends in its application, insofar as
the United States is concerned, only to estate
taxes imposed by the Federal Government.
The imposition and collection of inheritance
or estate taxes by States or Territories of the
United States or by the District of Columbia
are not restricted by the convention. As to
the United Eingdom, the convention is ap-
plicable to the estate duty but does not apply
to United Kingdom legacy or succession
duties.

In the technical discussions which re-
sulted in the formulation of the convention,
consideration was given to the basic differ-
ences between the American and British sys-
tems of taxation affecting the settlement of
estates. The two systems were found to be
sufficiently comparable to make it possible for
the taxing authorities of the two Govern-
ments to reach a satisfactory understanding
with respect to a number of important mat-
ters of principle.

The provisions of the convention are con-
tained in 11 articles. The following explana-
tions of the provisions may be useful (the
word “convention,” unless otherwise indi-
cated, is here used in reference to the con-
vention with the United Kingdom):

Article I specifies the taxes to which the
convention applies. This is analogous to
article I of the convention of 1944 with Can-
ada. The taxes are the Federal estate tax
imposed by the United States and the United
Kingdom estate duty imposed In Great
Britain,

Article II confains definitions of terms
found in the convention. It corresponds, in
general, to article XIIT of the convention of
1944 with Canada.

Article III contains rules, for the purposes
of the operation of the convention, relating
to the situs of rights and interests forming
part of an estate to which the convention
may be applicable, This article corresponds
in general to articles II, III, and IV of the
convention of 1944 with Canada. The treat~
ment is considerably different in a number
of respects, but the object is essentially the
same in that the provisions are designed
mainly to establish a greater degree of uni-
formity in administering the applicable reve=
nue laws and to facilitate, upon a reasonable
basis, the settlement of estates,

Articles IV, V, and VI contain fundamental
provisions relating to the bases upon which
estate taxes ghall be computed and upon
which relief from double taxation shall be
accorded. The plan which would be made
effective by these provisions is consistent
with the principles expressed in existing tax
conventions of the United States. The pro-
vislons in articles IV, V, and VI are analogous
to, but In some respects simpler than, pro=-
visions In article V and VI of the convention
of 1944 with Canada.
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Artiele VII contains provisions relating to
the exchange of information, leading to ad-
ministrative cooperation in preventing fiscal
evason. It corresponds to article VII of the
convention of 1944 with Canada, except that
paragraph (2) of article VII {containing cer-
tain definitions) of the convention with the
United Kingdom is analogous to paragraph 1
of article XIII of the convention with Can-
ada,

The provisions of article VIII do not cor-
respond to any provisions of existing tax
conventions of the United States, Like arti-
cle XXII of the income-tax convention with
the United Kingtdom, it lays the basis for
application of the convention to colonies,
overseas territories, and certain other areas
over which authority is exercised by the re-
spective Govenments. The statements which
have been made heeinbefore concerning arti-
cle XXIT of the income-tax convention are
applicable, in a general way, to article VIII
of the estate-tax convention.

Article IX, which is to be considered in
conjunction with article .VIII, represents a
formula proposed by the British anthorities,
in accordance with PBritish constitutional
procedure, with a view to making the con-
vention applieable in respect of Northern
Ireland

Article X provides for ratification and pre-
scribes that the convention shall come into
force on the date of the exchange of instru-
ments of ratification, to be effective only (1)
as to estates of persons dying on or after
that date, and (2) at the option of the per-
sonal representative, upon appropriate con-
ditions, as to the estate of any person
before that date and after December 31, 1944,

It is provided in article XI that the con-
vention shall remain in force not less than
3 years, but may be terminated at the end
of that 3-year period or at any time there-
after by the giving of & notice for that pur-
pose by either Government to the other Gov-
ernment, the termination to be effective as
to the estates of persons dying on or after
the date specified in the notice, such date
being not less than 60 days after the date
of the notice, or, i{f no date of termination
be specified, the termination is to be effec-
tive as to the estates of persons dying on
or after the sixtieth day after the date of
the notice.

The fundamental provisions of the conven-
tion may be summarized as follows:

(1) The uniform rules relating to the situs
of property., as set forth in article III. The
determination of situs with respect to cer-
tain types of property is necessary for the
purposes of the convention, first, in order to
ascertain the property that may be included
for tax computation if jurisdiction be based
on situs of property within the country, and,
second, in order to ascertain the credit for
estate taxes attributable to prop:rty situated
as preseribed in the credit artiele. For ex-
ample, a simple rule for the determination
of the situs of shares of corporate stock is
provided, namely, that the situs shall be
where the issuing corporation was created or
organized. This uniform rule is adopted by
the United Kingdom in place of a complexity
of rules now applicable in such cases. This
uniform rule is one of long standing in the
United States, but under the eonvention the
United States relinquishes another and in-
consistent rule, namely, thai the situs of
corporate stock is where the stock certificate
is located.

(2) The credit provisions, as set forth in
article V, whereby the country of the de-
cedent’s domicile, or the country of the de-
cedent’s citizenship in the case of the United
States, allows a credit against its tax for
the tax paid the other country with respect
to property which otherwise would be sub-
jected to taxation by both countries. The
eredit authorized by the convention is sub-
ordinated to and has no effect upon the credit
against the Federal ~state tax authorized by
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section 813 (b) of the Internal Revenue Code
for inheritance and estate taxrs paid to the
States, Territories, or possessions of the United
Btates or to the District of Columbia,

Respectfully submitted.

E. R. STETTINIUS, JT.

[Enclosures: (1) Convention between the
United States and the United EKingdom,
signed April 16, 1945, relating to taxes on
income; (2) convention between the United
States and the United Kingdom, signed April
16, 1945, relating .to taxes on the estates of
deceased persons.|

CoNVENTION WITH GREAT BRITAIN AND NORTH-
FRN IRELAND WITH RESPECT TO TAXES oN
INCOME
The Government of the United States of

America and the Government of the United

Kingdom of Great Britain and Northern Ire-

land,

Desiring to conclude a Convention for the
avoidance of double taxation and the pre-
vention of fiscal evasion with respect to taxes
on income.

Have appointed for that purpose as their
Plenipotentiaries:

The Government of the United States of
Amerieca:

Mr. BEdward R. Stettinius, Jr., Secretary of
State, and

The Government of the United Kingdom
of Great Britain and Northern Ireland:

The Right Honorable the Earl of Halifax,
K. G., Ambassador Extreordinary and Pleni~
potentiary in Washington,

Who, having exhibited their respective full

rs, found in good, and due form, have
agreed as follows:
ARTICLE 1

{1) The taxes which are the subject of the
present Convention are:

(a) In the United States of America: The
Federal income taxes, including surtaxes and
excess profits taxes (hereinafter referred to
as United States tax).

(b) In the United Kingdom of Great
Britain and Northern Ireland: The income
tax (including suitax), the excess profits tax
and tlve national defense contribution (here-
inafter referred to as United Kingdom tax).

{2) The present Convention shall also ap-
ply to any other taxes of a substantially
similar character imposed by either Contract-
ing Party subsequently to the date of signa-
ture of the present Convention or by the
government of any terrifory to which the
present Convention is extended under Article
XXII.

ARTICLE T

(1) In the present Connvention, unless the

context otherwise requires:

(a) The term “United States” means the
United States of America, and when used in
a geographical sense means the States, the
Territories of Alaska and of Hawall, and the
District of Columbia.

(b) The term "United Kingdom™ means
Great Britain and Northern Ireland, exclud-
ing the Channel Islands and the Isle of Man.

(e} The terms “territory of one of the
Contracting Parties” and “territory of the
other Contracting Party” mean the United
States or the United Eingdom as the context
requires.

(d) The term “United States corporation”
means a corporation, association or other like
entity created or organized in or under the
laws of the United States,

{e} The term “United EKingdom corpora-
tion" means any kind of juridical person
created under the laws of the United King-
dom.

(f) The terms “corporation of ome Con-
tracting Party™ and “corporation of the other
Contracting Party" means a United States
corporation or a United Eingdom corporation
as the context requires.

(g) The term “resident of the United King-
dom" means any person (other than a citizen
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of the United Btates or a United States cor-
poration) who is resident in the United
Kingdom for the purposes of United King-
dom tax and not resident in the United States
for the purposes of United States tax. A
corporation is to be regarded as resident In
the United Kingdom if its business is man-
aged and controlled in the United Kingdom.

(h) The term ‘resident of the United
States” means any individual who is resi-
dent in the United States for the purposes
of United States tax and not resident in
the United Kingdom for the purposes of
United Kingdom tax, and any United States
corporation and any partnership created or
organized in or under the laws of the United
States, being a corporation or partnership
which is not resident in the United EKing-
dom for the purposes of United Kingdom
tax.

(1} The term “United Kingdom enterprise”
means an industrial or commercial enter-
prise or undertaking carried on by a resident
of the United Eingdom.

(j) The term “United States enterprise”
means an industrial or commercial enter-
prise or undertaking carried on by a resident
of the United States.

(k) The terms “enterprise of one of the
Contracting Parties” and “enterprise of the
other Contracting Party" mean a United
States enterprise or a United Kingdom en-
terprise, as the context requires,

(1) The term “permanent establishment”
when used with respect to an enterprise of
one of the Confracting Parties means a
branch, management, factory or other fixed
plece of business, but does not include an
agency unless the agent has, and habitually
exercises, a general authority to negotiate
and conclude contracts on behalf of such
enterprise or has a stock of merchandise
from which he regularly fills orders on its
behalf, An enterprise of one of the Con-
tracting Parties shall not be deemed to have
a permanent establishment in the territory
of the other Contracting Party merely be-
cause it carries on business dealings in the
territory of such other Contracting Party
through a bona fide commission agent,
broker or custodian acting in the ordinary
course of his business as such. The fact that
an enterprise of one of the Contracting Par-
ties maintains in the territory of the other
Contracting Party a fixed place of business
exclusively for the purchase of goods or mer-
chandise shall not of itself constitute sum
fixed place of business a permanent estab-
lishment of such enterprise. The fact that a
corporation of one Centracting Party has &
subsidiary corporation which is a corpora-

" tion of the other Contracting Party or which

is engaged in trade or business in the terri-
tory of such other Contracting Party
(whether through a permanent establish-
ment or otherwise) shall not of itself con-
stitute that subsidiary corporation a perma-
nent establishment of its parent corporation.

(2) For the purposes of Articles VI, VII,
VIII, IX and XIV a resident of the United
Kingdom shall not be deemed to be engaged
in trade or business in the United States
in any tazable year unless such resident has
a permanent establishment situated therein
in such taxable year. The same principle
shall be applied mutatis mutendis, by the
United Kingdom in the case of a resident
of the United States.

(3) In the application of the provisions
of the present Convention by one of the
Contracting Parties any term not otherwise
defined shall, unless the context otherwise re-
quires, have the meaning which it has under
the laws of that Contracting Party relating
to the taxes which are the subject of the
present Conyvention.

ARTICLE IIT
(1) A United Kingdom enterprise shall not
be subject to United States tax In respect
of its industrial or commercial profits unless
it is engaged in trade or business in the
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United States through a permanent estab-
lishment situated therein. If it is so en-
gaged, United States tax may be imposed
upon the entire income of such enterprise
from sources within the United States.

(2) A United States enterprise shall not
be subject to United Kingdom tax in respect
of iis industrial or commercial profits unless
it is engaged in trade or business in the
United Kingdom through a permanent es-
tablishment situated therein. If it is so en-
gaged, United Kingdom tax may be imposed
upon the entire income of such enterprise
from sources within the United Kingdom:
Provided that nothing in this paragraph shall
affect any provisions of the law of the United
Kingdom regarding the imposition of United
Kingdom excess profits tax and national
defence contribution in the case of inter-
connected companies.

(3) Where an enterprise of one of the Con-
tracting Parties is engaged in trade or busi-
ness in the territory of the other Contracting
Party through a permanent establishment
situated therein, there shall be attributed to
such permanent establishment the indus-
trial or commercial profits which it might
be expected to derive if it were an independ-
ent enterprise engaged in the same or simi-
lar activities under the same or similar con-
ditions and dealing at arm’s length with the
enterprise of which it is a permanent estab-
lishment, and the profits so attributed shall,
subject to the law of such other Contracting
Party, be deemed to be income from sources
within the territory of such other Contract-
ing Party.

(4) In determining the industrial or com-
mercial profits from sources within the ter-
ritory of one of the Contracting Parties of
an enterprise of the other Contracting Party,
no profits shall be deemed to arise from the
mere purchase of goods or merchandise
within the territory of the former Contract-
ing Party by such enterprise.

ARTICLE IV

Where an enterprise of one of the Con-
tracting Parties, by reason of its participa-
tion in the management, control or capital
of an cnterprise of the other Contracting
Party, makes with or imposes on the latter,
in their commercial or financial relations,
conditions different from those which would
be made with an independent enterprise,
any profits which would but for those con-
ditions have accrued to one of the enter-
prises but by reason of those conditions
have not so accrued, may be included in the
profits of that enterprise and taxed accord-
ingly.

ARTICLE V

(1) Notwithstanding the provisions of Ar-
ticles IIT and IV of the present Convention,
profits which an individual (other than a
citizen of the United States) resident in the
United Kingdom or a United Kingdom cor-
poration derives from operating ships doc-
umented or aircraft registered under the laws
of the United Kingdom, thall be exempt from
United States tax.

(2) Notwithstanding the provisions of Ar-
ticles III and IV of the present Convention,
profits which a citizen of the United States
not resident in the United EKingdom or a
United States corporation derives from op-
erating ships documented or alrcraft reg-
istered under the laws of the United States,
shall be exempt from United Kingdom tax.

(3) This Article shall be deemed to have
guperseded, on and after the first day of
January, 1945, as to United Btates tax, and
on and after the 6th day of April, 1945, as
to United Kingdom tax, the arrangements
relating to reciprocal exemption of shipping
profits from income tax effected between the
Government of the United States and the
Government of the United Kingdom by ex-
change of Notes dated August 11, 1924, No-
vember 18, 1924, November 26, 1924, Janu-
ary 15, 1925, February 13, 1925, and March
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16, 1925, which shall accordingly cease to
have effect.

ARTICLE VI

(1) The rate of United States tax on divi-
dends derived from a United States corpora-
tion by a resident of the United Kingdom
who is subject to United Kingdom tax on
such dividends and not engaged in trade
or business in the United States shall not
exczed 15 percent: Provided that such rate
of tax shall not exceed five percent if such
resident is a corporation controlling, directly
or indirectly, at least 95 percent of the entire
voting power in the corporation paying the
dividend, and not more than 25 percent of the
gross income of such paying corporation is
derived from interest and dividends, other
than interest and dividends received from
its own subsidiary corperations. Such re-
duction of the rate to five percent shall not
apply if the relationship of the two corpora-
tions has teen arranged or is maintained pri-
marily with the intention of securing such
reduced rate,

(2) Dividends derived from sources within
the United Kingdom by an individual who is
(a) a resident of the United States, (b) sub-
ject to United States tax with respect to such
dividends, and (c) not engaged in trade or
business in the United Kingdom, shall be
exempt from United Kingdom surtax.

(3} Either of the Contracting Parties may
terminate this Article by giving written notice
of termination to the other Contracting
Party, through diplomatic channels, on or
before the thirtieth day of June in any year
after the year 1845, and in such event para-
graph (1) hereof shall cease to be effective as
to United States tax on and after the first
day of January, and paragraph (2) hereof
shall cease to be effective as to United King-
dom tax on and after the 6th day of April,
in the year next following that in which such
notice is given.

ARTICLE VII

(1) Interest (on bonds, securities, notes,
debentures, or on any other form of indebted-
ness) derived from sources within the United
States by a resident of the United Kingdom
who is subject to United EKingdom .tax on
such interest and not engaged in trade or
business in the United States, shall be ex-
empt from United States tax; but such ex-
emption shall not apply to such interest paid
by a United States corporation to a corpora-
tion resident in the United Kingdom con-
trolling, directly or indirectly, more than 50
percent of the entire voting power in the
paying corporation.

(2) Interest (on bonds, securities, notes,
debentures, or on any other form of indebted-
ngss) derived from sources within the United
Kingdom by a resident of the United States
who is subject to United States tax on such
interest and not engaged in trade or business
in the United Kingdom, shall be exempt from
United Kingdom tax; but such exemption
shall not apply to such interest paid by a cor-
poration resident in the United Kingdom
to a United States corporation controlling, di-
rectly or indirectly, more than 50 percent of
the entire voting power In the paying cor-
poration.

ARTICLE VIII

(1) Royalties and other amounts paid as
consideration for the use of, or for the priv-
flege of using, copyrights, patents, designs,
secret processes and formulae, trade-marks,
and other like property, and derived from
sources within the United States by a resi-
dent of the United Eingdom who is subject
to United Kingdom tax on such royalties or
other amounts and not engaged in trade or
business in the United States, shall be ex-
empt from United States tax.

(2) Royalties and other amounts paid as
consideration for the use of, or for the priv-
ilege of using, copyrights, patents, designs,
secret processes and formulae, trade-marks,
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and other like property, and derived from
sources within the United Kingdom by a
resident of the United States who is subject
to United States tax on such royalties or
other amounts and not engaged in trade or
business in the United Kingdom, shall be
exempt from United Eingdom tax.

(3) For the purposes of this Article the
term “royalties’ shall be deemsd to include
rgntals in respect of motion picture films.

ARTICLE IX

(1) The rate of United States tax on royal-
ties in respect of the operation of mines or
quarries or of other extraction of mnatural
resources, and on rentals from real property
or from an interest in such property, derived
from sources within the United States by a
resident of the United Kingdom who is sub-
Ject to United Kingdom tax with respect to
such royalties or rentals and not engaged
in trade or business in the United States,
shall not exceed 15 percent: Provided that
any such resident may elect for any taxable
year to be subject to United States tax as
if such resident were engaged in trade or
business in the United States,

(2) Royalties in respect of the operation
of mines or quarries or of other extraction of
natural resources, and rentals from real
property or from an interest in such property,
derived from sources within the United
Eingdom by an individual who is (a) a resi-
dent of the United States, (b) subject to
United States tax with respect to such royal-
ties and rentals, and (c) not engaged in trade
or business in the United Kingdom, shall be
exempt from United Kingdom surtax.

' ARTICLE X

(1) Any salary, wage, similar remunera-
tion, or pension, paid by the Government of
the United States to an individual (other
than a British subject who is not also a
citizen of the United States) in respect of
services rendered to the United States in the
discharge of governmental functions, shall
be exempt from United Kingdom tax.

(2) Any salary, wage, similar remuneration,
or pension, paid by the Government of the
United Kingdom to an individual (other than
a citizen of the United States who is not £ -0
a British subject) in respect of services ren-
dered to the United Kingdom in the discharge
of governmental functions, shall be exempt
from United States tax.

(3) The provisions of this Article shall ¥ &
apply to payments in respect of services ren-
dered In connection with any trade or busi-
ness carried on by either of the Contracting
Parties for purposes of profit.

ARTICLE XI

(1) An individual who is a resident of the
United Kingdom shall be exempt from United
States tax upon compensation for personal
(including professional) services performed
during the taxable year within the United
States if (a) he is present within the United
States for a perlod or periods not exceeding
in the aggregate 183 days during such tax-
able year, and (b) such services are per-
formed for or on behalf of a person resident
in the United Kingdom.

(2) An individual who is a resident of the
United States shall be exempt from United
Kingdom tax upon profits, emoluments or
other remuneration in respect of personal
(including professional) services performed
within the United Kingdom in any year of
assessment if (a) he is present within the
United Kingdom for a period or periods not
exceeding in the aggregate 183 days during
that year, and (b) such services are per=
formed for or on behalf of a person resident
in the United States.

(3) The provisions of this Article shall not
apply to the compensation, profits, emoclu-
ments or other remuneration of public enter-
tainers such as stage, motion picture or radio
artists, musiclans and athletes.
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ARTICLE - XII

(1) Any pension (other than a pension to
which Article X applies), and any life an-
nuity, derived from sources within the United
States by an individual who is 'a resident of
the United Kingdom shall be exempt from
United States tax.

(2) Any pension (other than a pension to
which Article X applies), and any life an-
nuity, derived from sources within the United
Kingdom by an individual who is a resident
of the United States shall be exempt from
United Kingdom tax.

(3) The term “life annuity"” means a stated
sum payable periodically at stated times,
during life or during a specified or ascertain-
able period of time, under an obligation to
make the payments in consideration of
money paid.

ARTICLE XIIY :

(1) Subject to section 131 of the United
States Internal Revenue Code as in effect
on the first day of January, 1945, United
Kingdom tax shall be allowed as a credit
against United States tax. For this purpose,
the reciplent of a dividend paid by a corpo-
ration which is a resident of the United
Kingdom shall be deemed to have paid the
United Kingdom income tax appropriate to
such dividend if such recipient elects to in-
clude in his gross income for the purposes
of United States tax the amount of such
United Eingdom Income tax.

(2) Subject to such provisions (which shall
not affect the general principle hereof) as
may be enacted in the United Kingdom,
United States tax payable in respect of in-
come from sources within the United States
shall be allowed as a credit against any
United Kingdom tax payable in respect of
that income, Where such income is an ordi-
nary dividend paid by a United States corpo-
ration, such credit shall take into account (in
addition to any United States income tax de-
ducted from or imposed on such dividend)
the United States income tax imposed on
such corporation in respect of its prefits,
and where it is a dividend paid on partici-
pating preference shares and representing
both a dividend at the fixed rate to which
the shares are entitled and an additional
participation in profits, such tax on profits
shall likewise be taken into account in so
far as the dividend exceeds such fixed rate.

(3) For the purposes of this Article, com-
pensation, profits, emoluments and other re-
muneration for personal (including profes-
sional) services shall be deemed to be income
from sources within the territory of the Con-
tracting Party where such services are per-
formed.

ARTICLE XIV

A resident of the United Kingdom not en-
gaged In trade or business in the United
States shall be exempt from United States
tax on gains from the sale or exchange of
capital assets,

ARTICLE XV

Dividends and interest pald on or after
the first day-.of January 1945 by a United
Kingdom corporation shall be exempt from
United States tax except where the recipient
is a citizen of or a resident of the United
States or a United States corporation.

ARTICLE XVI

A United Kingdom corporation shall be
exempt from United States tax on its accu-
mulated or undistributed earnings, profits,
income or surplus, if individuals who are resi-
dents of the United Kingdom control, direct-
ly or indirectly, throughout the last half of
the taxable year, more than 50 percent of the
entire voting power in such corporation.

ARTICLE XVII

(1) The United States income tax liability
for any taxable year beginning prior to Jan-
uary 1, 1936 of any individual (other fhan a
citizen of the United States) resident in the
United Eingdom, or of any United Kingdom
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corporation, remaining unpald on the date of
signature of the present Convention, may be
adjusted on a basis satisfactory to the United
States Commissioner of Internal Revenue:
Provided that the amount to be paid in settle-
ment of such liability shall not exceed the
amount of the liability which would have
been determined if

(a) the United States Revenue Act of 1936
(except in the case of a United Kingdom cor-
poration in which more than 50 percent of
the entire voting power was controlled, di-
rectly or indirectly, throughout the latter
half of the taxable year, by citizens or resi-
dents of the United States), and

(b) Articles XV and XVI of the present
Convention,
had been in effect for such year. If the tax-
payer was not, within the meaning of such
Revenue Act, engaged in trade or business in
the United States and had no office or place
of business therein during the taxable year,
the amount of.interest and penalties shall
not exceed 50 percent of the amount of the
tax with respect to which such interest and
penalties have been computed.

(2) The United States income tax unpaid
on the date of signature of the present Con-
vention for any taxable year beginning after
the thirty-first day of December 1935 and
prior to the first day of January 1945 in the
case of an individual (other than a citizen of
the United States) resident of the United
Kingdom, or in the case of any United King-
dom corporation shall be determined as if
the provisions of Articles XV and XVI of the
present Convention had been in effect for
such taxable year.

(3) The provisions of paragraph (1) of this
Article shall not apply—

(a) unles: the taxpayer files with the Com-
missioner of Internal Revenue on or before
the thirty-first day of December 1947 a re-
quest that such tax lial ility be so adjusted
and furnishes such information as the Com-
missioner may require; or

(b) in any case in which the Commissioner
is satisfied that any deficiency in tax is due to
fraud with intent to evade the tax,

ARTICLE XVIIX

A professor or teacher from the territory
of one of the Contracting Parties who visits
the territory of the other Contracting Party
for the purpose of teaching, for a period not
exceeding two years, at a university, college,
school or other educational institution in the
territory of such other Contracting Party
shall be exempted by such other Contracting
Party from tax on his remuneration for such
teaching for such period.

ARTICLE XIX

A student or business apprentice from the
territory of one of the Contracting Parties
who is receiving full-time education or train-
ing in the territory of the other Contracting
Party shall be exempted by such other Con-
tracting Party from tax on payments made
to him by persons within the territory of the
former Contracting Party for the purposes of
his maintenance, education, or training.

ARTICLE XX

{1) The taxation authorities of the Con-
tracting Parties shall exchange sfuch infor-
mation (being information available under
the respective taxation laws of the Contract-
ing Parties) as is necessary for carrying out
the provisions of the present Convention or
for the prevention of fraud or the adminis-
tration of statutory provisions against legal
avoidance in relation to the taxes which are
the subject of the present Convention. Any
information so exchanged shall be treated as
secret and shall not be disclosed to any per-
son other than those concerned with the
assessment and collection of the taxes which
are the subject of the present Convention,
No information shall be exchanged which
would disclose any trade secret or trade
process.
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(2) As used in this Article, the term
“taxation authorities” means, in the case of
the United States, the Commissioner of In-
ternal Revenue or his authorized representa- -
tive; in the case of the United Kingdom, the
Commissioners of Inland Revenue or their
authorized representative; and, in the case
of any territory to which the present Conven-
tion is extended under Article XXII, the com~
petent authority for the administration in
such territory of the taxes to which the pres-
ent Convention applies.

ARTICLE XXI

(1) The nationals of one of the Contract-
ing Parties shall not, while resident in the
territory of the other Contracting Party, be
subjected therein to other or more burden-

some taxes than are the nationals of such®

other Contracting Party resident in its
territory. .

(2) The term “nationals” as used in this
Article means

(a) in relation to the United Kingdom, all
British subjects and British protected per-
sons, from the United Kingdom or any ter-
ritory with respect to which the present Con-
vention is applicable by reason of extension
made by the United Kingdom under Article
XXII; and

(b) in relation to the United States, United
Btates citizens, and all persons under the
protection of the United States, from the
United States or any territory to which the
present Convention is applicable by reason
of extension made by the United States under
Article XXII;
and includes all legal persons, partnerships
and associations deriving their status as such
from, or created or organized under, the laws
in force in any territory of the Contracting
Parties to which the present Convention ap-
plies. .

(3) In this Article the word “taxes” means
taxes of every kind or description, whether
national, Federal, state, provinecial or muni-
cipal.

ARTICLE XXII

(1) Either of the Contracting Parties may,
at the time of exchange of instruments of
ratification or thereafter while the present
Convention continues in force, by a written
notification of extension given to the other
Contracting Party through diplomatic chan-
nels, declare its desire that the operation of
the present Convention shall extend to all
or any of its colonies, overseas territories,
protectorates, or territories in respect of
which it exercises a mandate, which impose
taxes substantially similar in character to
those which are the subject of the present
Convention. The present Convention shall
apply to the territory or territories named
in such notification on the date or dates
specified in the notification (not being less
than sixty days from the date of the noti-
fication) or, if no date is specified in respect
of any such territory, on the sixtieth day
after the date of such notification, unless,
prior to the date on which the Convention
would otherwise become applicable to a par-
ticular territory, the Contracting Party to
whom notification is given shall have in-
formed the other Contracting Party in writ-
ing through diplomatic channels that it does
not accept such notification as to that ter-
ritory. In the absence of such extension,
the present Convention shall not apply to
any such territory.

{2) At any time after the expiration of one
year from the entry into force of an extension
under paragraph (1) of this Article, either
of the Contracting Parties may, by written
notice of termination given to the other Con-
tracting Party through diplomatic channels,
terminate the application of the present Con-
vention to any territory to which it has been
extended under paragraph (1), and in such
event the present Convention shall cease to
apply, six months after the date of such no-
tice, to the territory or territories named
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therein, but without affecting its continued
application to the United States, the United
Kingdom or to any other territory to which
it has been extended under paragraph (1)
hereof.

(3) In the application of the present Con-
vention in relation to any territory to which
it is extended by notification by the United
States or the United Kingdom references to
the “United States” or, as the case may be,
the “United EKingdom"” shall be construed as
references to that territory.

(4) The termination in respect of the
United States or the United Kingdom of the
present Convention under Article XXIV or
of Article VI shall, unless otherwise eXpressly
agreed by both Contracting Parties, terminate

‘the application of the present Convention or,
as the case may be, that Article to any ter-
ritory to which the Convention has been ex-
tended by the United States or the United
Kingdom.

(5) The provisions of the preceding para-
graphs of this Article shall apply to the
Channel Islands and the Isle of Man as if
they were colonies of the United Kingdom.

ARTICLE XXIII

(1) The present Convention shall be rati-
fied and the instruments of ratification shall
be exchanged at Washington as soon as pos-
sible.

(2) Upon exchange of ratifications, the
present Conventlon shall have effect

(a) as respects United States tax, for the
taxable years beginning on or after the first
day of January 1945;

(b) (i) as respects United Kingdom income
tax, for the year of assessment beginning on
the 6th day of April 1945 and subsequent
years; (il) as respects United Kingdom sur-
tax, for the year of assessment beginning on
the 6th day of April 1944 and subsequent
years; and (iil) as respects United Kingdom
excess profits tax and national defence con-
tribution, for any chargeable accounting
period beginning on or after the first day
of April 1945 and for the unexpired portion
of any chargeable accounting period current
at that date.

ARTICLE XXIV

(1) The present Convention shall continue
in effect indefinitely but either of the Con-
tracting Parties may, on or before the 30th
day of June in any year after the year 1946,
give to the other Contracting Pariy, through
diplomatic channels, notice of termination
and, in such event, the present Convention
shall cease to be effective ;

(a) as respects United States tax, for the
taxable years beginning on or after the first
day of January in the year next following
that in which such notice is given;

(b) (1) as respects United Kingdom in-
come tax, for any year of assessment be-
ginning on or after the 6th day of April in
the year next following that in which such
notice is given; (ii) as respects United King-
dom surtax, for any year of assessment be-
ginning on or after the 6th day of April
in the year in which such notice is given;
and (iil) as respects United Kingdom ex-
cess profits tax and national defense con-
tribution, for any chargeable accounting
period beginning or or after the first day of
April in the year next following that in
which such notice is given and for the un-
expired portion of any chargeable account-
ing period current at that date.

(2) The termination of the present Con-
vention or of any Article thereof shall not
have the effect of reviving any treaty or
arrangeinent abrogated by the present Con-
vention or by treaties previously concluded
between the Contracting Parties.

In witness whereof the above-mentioned
Plenipotentiaries have signed the present
Convention and have affixed thereto their
seals.

Done at Washington, in duplicate, on the
16th day of April, 1945.
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For the Government of the United States
of America:

E. R. StETTINIUS, JI.

For the Government of the United King-

dom of Great Britain and Northern Ireland:
HALIFAX.

ExecuTive E, SEVENTY-NINTH CONGRESS, FIRST

Sesston—CoNVENTION WITH GREAT BRITAIN

AND NoORTHERN IRELAND WITH RESPECT TO
Taxes oN ESTATES oF DECEASED PERSONS

The Government of the United States of
America and the Government of the United
Kingdom of Great Britain and Northern Ire-
land,

Desiring to conclude a convention for the
avoidance of double taxation and the pre-
vention of fiscal evasion with respect to taxes
on the estate of deceased persons,

Have appointed for that purpose as their
respective Plenipotentiaries:

The Government of the United States of
America:

Mr. Edward R. Stettinius, Jr., Secretary of
State, and

The Government of the United Kingdom
of Great Britain and Northern Ireland:

The Right Honorable the Earl of Halifax,
K. G., Ambassador Extraordinary and Pleni-
potentiary in Washington,

Who, having exhibited their respective full
powers, found in good and due form, have
agreed as follows:

ARTICLE 1

(1) The taxes which are the subject of
the present Convention are:

(a) In the United States of America, the
Federal estate tax, and

(b) In the United EKingdom of Great Brit-
ain and Northern Ireland, the estate duty
imposed in Great Britain.

(2) The present Convention shall also ap-
ply to any other taxes of a substantially
similar character imposed by either Con-
tracting Party subsequently to the date of
signature of the present Convention or by
the government of any territory to which
the present Convention applies under Ar-
ticle VIII or Article IX.

ARTICLE II

(1) In the present Convention, unless the
context otherwise requires:

(a) The term “United States” means the
United States of America, and when used in
a geographical sense means the States, the
Territories of Alaska and of Hawaii, and the
District of Columbia.

(b) The term “Great Britain"” means Eng-
land, Wales and Scotland, and does not in-
clude the Channel Islands or the Isle of
Man.

(c) The term *“territory” when used in
relation to one or the other Contracting
Party means the Untled States or Great
Britain, as the context requires.

(d) The term “tax" means the estate duty
imposed in Great Britaln or the United
States Federal estate tax, as the context re-
quires,

(2) In the application of the provisions of
the present Convention by one of the Con-
tracting Parties, any term not otherwise de-
fined shall unless the context otherwise re-
quires, have the meaning which it has under
the laws of that Contracting Party relat-
ing to the taxes which are the subject of
the present Convention.

ARTICLE IIX

(1) For the purposes of the present Con-
vention, the guestion whether a decedent
was domiciled in any part of the territory
of one of the Contracting Parties at the
time of his death shall be determined in
accordance with the law in force in that
territory.

(2) Where a person dles domiciled in any
part of the territory of one Contracting
Party, the situs of any of the following rights
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or interest, legal or equitable, which for
the purposes of tax form part of the estate
of such person or pass on his death, shall,
for the purposes of the imposition of tax
and for the purposes of the credit to be
allowed under Article V, be determined ex-
clusively in accordance with the following
rules, but in cases not within such rules
the situs of such rights and interests shall
be determined for those purposes in accord-
ance with the law relating to tax in force
in the territory of the other Contracting
Party.

(a) Rights or interest (otherwise than by
way of security) in or over immovable prop-
erty shall be deemed to be situated at the
place where such property is located:

(b) Rights or interest (otherwise than by
way of security) in or over tangible movable
property, other than such property for which
specific provision is hereinafter made, and in
or over bank or currency notes, other forms
of currency recognized as legal tender in the
place of issue, negotiable bills of exchange
and negotiable promissory notes, shall be
deemed to be situated at the place where
such property, notes, currency or documents
are located at the time of death, or, if in
transitu at the place of destination;

(¢c) Debts, secured or unsecured, other
than the forms of indebtedness for which
specific provision is made herein, shall be
deemed to be situated at the place where the
decedent was domiciled at the time of death;

(d) Shares or stock in a corporation other
than a municipal or governmental corpora-
tion (including shares or stock held by a
nominee where the beneficial ownership is
evidenced by scrip certificates or otherwise)
shall be deemed to be situated at the place in
or under the laws of which such corporation
was created or organized;

(e) Monies payable under a policy of as-
surance or insurance on the life of the de-
cedent shall be deemed to be situated at the
place where the decedent was domiciled at
the time of death;

(f) Ships and alrcraft and shares thereof
shall be deemed to be situated at the place
of registration or documentation of the ship
or aircraft;

(g) Goodwill as a trade, business or profes-
sional asset shall be deemed to be situated
at the place where the trade, business or
profession to which it pertains is carried on;

(h) Patents, trademarks and designs shall
be deemed to be situated at the place where
they are registered,

(i) Copyright, franchises, and rights or li-
censes to use any copyrighted material, pat-
ent, trademark or design shall be deemed to
be situated at the place where the rights aris-
ing therefrom are exercisable;

(i) Rights or causes of action ex delicto
surviving for the beneflt of an estate of a
decedent shall be deemed to be situated at
the place where such rights or causes of
action arose;

(k) Judgment debts shall be deemed to be
situated at the place where the judgment is
recorded;

Provided that if, apart from this paragraph,
tax would be imposed by one Contracting
Party on any property which is situated in its
territory and passes under a disposition not
governed by its law, this paragraph shall not
apply to such property unless, by reason of its
application or otherwise, tax is imposed or
would but for some specific exemption be im-
posed thereon by the other Contracting Party.

ARTICLE IV

(1) In determining the amount on which
tax is to be computed, permitted deduc-
tions shall be allowed in accordance with
the law in force in the territory in which
the tax is imposed.

(2) Where tax is imposed by one Contract-
ing Party on the death of a person who at
the time of his death was not domiciled in
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any part of the territory of that Contracting
Party but was domiclled in some part of the
territory of the other Contracting Party, no
account shall be taken in determining the
amount or rate of such tax of property situ-
ated outside the former territory: Provided
that this paragraph shall not apply as re-
spects tax impaosed—

(a) in the United States in the case of
a United States citizen dying domiciled in
any part of Great Eritain; or-

{b) in Great Britain in the case of prop-
erty passing under a disposition governed
by the law of Great Britain.

ARTICLE V

(1) Where one Contracting Party imposes
tax by reason of a decedent's being domiciled
in some part of its territory or being its na-
tional, that Party shall allow against so much
of its tax (as otherwise computed) as Is
attributable to property situated in the ter-
ritory of the other Contracting Party, a credit
(not exceeding the amount of the tax so at-
tributable) equal to so much of the tax
imposed in the territory of such other Party
asis attributable to such property; but this
paragraph shall not apply as respects any
such property as is mentioned in paragraph
(2) of this Article.

(2) Where each Contracting Party imposes
tax by reasson of a decedent’s being domiciled
-in some part of its territory, each Party shall
allow against so much of its tax (as other-
wise computed) as is attributable to property
which is situated, or is deemed under para-
graph (2) of Article IIT to be situated.

(a) in the territory of both Parties, or

(b) outside both territories,

a credit which bears the same proportion to
the amount of its tax so attributable or to
the amount of the other Party's tax attribu-
table to the same property, whichever is the
less, as the former amount bears to the sum
of both amounts.

(3) For the purposes of this Article, the
amount of the tax of a Contracting Party
attributable to any property shall be ascer-
tained after taking into account any credit,
allowance or relief, or any remission or re-
duction of tax, othewise than in respect of
tax payable in the territory of the other Con-
tacting Party or in any other country; and
if, in respect of property situated outside
the territories of both Parties, a Contract-
ing Party allows against its tax a credit for
tax payable in the country where the prop-
erty is situated, that credits shall be taken
into account in ascertaining, for the pur-
poses of paragraph (2) of this Article, the
amount of the tax of that Party attributable
to the property.

ARTICLE VI

(1) Any claim for a credit or for a re-
fund of tax founded on the provisions of
the present Convention shall be made within
six years from the date of the death of the
decedent in respect of whose estate the claim
is made, or, in the case of a reversionary in-
terest where payment of tax is deferred until
on or after the date on which the interest
falls into possession, within six years from
that date.

(2) Any such refund shall be made with-
out payment of interest on the amount so
refunded.

\ ARTICLE VII

(1) The taxation authorities of the Con-
tracting Parties shall exchange such Infor-
mation (being information avallable under
the respective taxation laws of the Contract-
ing Parties) as is necessary for carrying out
the provisions of the present Convention or
for the prevention of fraud or the adminis-
tration of statutory provisions against legal
avoidance in relation to the taxes which are
the subject of the present Convention. Any
information so exchanged shall be treated as
secret and shall not be disclosed to any per-
son other than those concerned with the
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assessment and collection of the taxes which
are the subject of the present Convention.
No information shall be exchanged which
would disclose any trade secret or trade
process,

(2) As used in this Article, the term “tax-
ation authorities” means, in the case of the
United States, the Commissioner of Internal
Revenue or his authorized representative;
in the case of Great Britain, the Commission-
ers of Inland Revenue or their authorized
representative; and, in the case of any terri-
tory to which the present Convention is ex-
tended under Article VIII, the competent
authority for the administration in such
territory of the taxes to which the present
Convention applies.

ARTICLE VIII

(1) Either of the Contracting Parties may,
on the coming into force of the present
Convention or at any time thereafter while
it continues in force, by a written notifica-
tion of extension given to the other Con-
tracting Party through diplomat’'- channels,
declare its desire that the operation of the
present Convention shall extend to all or
any of its colonies, overseas territories, pro-
tectorates, or territories in respect of which
it exercises a mandate, which impose taxes
substantially similar in character to those
which are the subject of the present Con-
vention. The present Convention shall ap-
ply to the territory or territories named in
such notification as to the estates of persons
dying on or after the date or dates specified
in the notification (not being less thar sixty
days from the date of the notification) or, if
no date is specified in respect of any such
territory, on or after the sixtieth day after
the date of such notification, unless, prior
to the date on which the Convention would
otherwise become applicable to a particular
territcry, the Contracting Party to whom
notification is given shall have informed the
other Contracting Party in writing through
diplomatic channels that it does not accept
such notification as to that territory. In the
absence of such extension, the present Con-
vention shall not apply to any such territory.

(2) At any time after the expiration of cne
year from the entry into force of an exten-
sion under paragraph (1) of this Article,
either of the Contracting Parties may, by
written notice of termination given to the
other Contracting Party through diplomatic
channels, terminate the application of the
present Convention to any territory to which
it has been extended under paragraph (1),
and in such event the present Convention
shall cease to apply, as to the estates of per-
sons dying on or after the date or dates (not
being earlier than the sixtieth day after the
date of such notice) specified in such notice,
or, if no date is specified, on or after the
sixtieth day after the date of such notice,
to the territory or territories named therein,
but without affecting its continued applica-
tion to the United States, Great Britaln or
to any other territory to which it has been
extended under paragraph (1) hereof.

(3) In the application of the present Con-
vention in relation to any territory to which
it is extended by the United States or the
United Kingdom, references to ,L “United
Btates" or, as the case may be, “Great Brit-
aln"”, or to the territory of one (or of the
other) Contracting Party, shall be construed
as references to that territory.

(4) The provisions of the preceding para-
graphs of this Article shall apply to the
Channel Islands and the Isle of Man as if
they were colonies of the United Eingdom.

ARTICLE IX

The present Convention shall apply in re-
lation to estate duty imposed in Northern
Ireland as it applies in relation to estate duty
imposed in Great Britain, but shall be sep-
arately terminable In respect of Northern
Ireland by the same procedure as is laid down
in paragraph (2) of Article VIII.
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ARTICLE X

(1) The present Conventlon shall be rati-
fled and the instruments of ratification shall
be exchanged at Washington as soon as pos-
sible.

(2) The present Convention shall come
into force on the date of exchange of rati-
fications and shall be effective only as to

{(a) the estates of persons dying on or
after such date; and

(b) the estate of any person dying before
such date and after the 31st day of December,
1944, whose personal representative elects, in
such manner as may be prescribed, that the
provisions of the present Convention shall be
applied to such estate.

ARTICLE X1

(1) The present Conventlon shall remain
in force for not less than three years after
the date of its coming into force.

(2) If not less than six months before the
expiration of such period of three years,
neither of the Contracting Parties shall have
glven to the other Contracting Party, through
diplomatic channels, written notice of its
intention to terminate the presen Conven-
tion, the Convention shal! remain in force
after such period of three years until either
of the Contracting Parties shall have given
written notice of such intention, in which
event the present Convention shall not be ef-
fective as to the estates of persons dying on
or after the date (not being earlier than the
sixtieth day after the date of such notice)
specified in such notice, or, if no date is
specified, on or after the sixtieth day after
the date of such notice.

IN WITNESS WHERECF the above-mentioned
Plenipotentaries have signed the present
Convention and have affixed thereto their
seals,

Done at Washington, in duplicate, on the
16th day of April, 1945.

For the Government of the United States
of America:

E. R. STETTINTUS, Jr.

For the Government of the United King-
dom of Great Britain and Northern Ireland:

HALIFAX.

The PRESIDENT pro tempore. If
there be no further reports of committees,
the clerk will proceed to state the nomina-
tions on the Executive Calendar.
POSTMASTERS

The legislative clerk proceeded to read
sundry nominations of postmasters.

Mr. HILL. I ask unanimous consent
that the postmaster nominations be con-
firmed en bloc.

The PRESIDENT pro tempore. With-
out objection, the postmaster nomina-
tions are confirmed en bloc.

Mr. HILL. I ask unanimous consent
that the President be immediately noti-
fied of the confirmations. -

The PRESIDENT pro tempore. With-
out objection, the President will be noti-
fied forthwith.

THE LEGISLATIVE FPROGRAM

Mr. WHITE. Mr. President, I under-
stood a motion was to be made to adjourn
or recess until Monday.

Mr, HILL. That is correct.

Mr. WHITE. Isthe Senator in position
to tell us what will be before the Senate
on Monday?

Mr, HILL. I cannot tell the Senator.
As he knows, the Senate Committee on -
Military Affairs has reported a bill to pro-
vide for the drafting of nurses for our
armed forces. That bill is now on the
calendar, and consideration is being given
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to bringing it up at an early date. I can-
not say at this time whether or not the
bill will come up Monday.

Mr. WHITE. I thank the Senator.

RECESS TO MONDAY

Mr. HILL. As in legislative session, I
move that the Senate take a recess till
12 o’clock noon on Monday next.

The motion was agreed to; and (at 4
o’clock and 56 minutes p. m.) the Senate
took a recess until Monday, April 30,
1945, at 12 o'clock meridian.

CONFIRMATIONS
Executive nominations confirmed by

the Senate April 26 (legislative day of

April 16), 1845:
' POSTMASTERS
ALABAMA
W. Cliff Crump, Collinsville,
Cscar P. Braswell, Delta.
Arthur G. Finch, Red Bay.
-Bamuel Henry Dailey, Tunnel Eprings.
GEORGIA
Mattie K. Pollard, Appling.
Jeremiah B. Monk, Moultrie.
Agnese R. Mundy, Rockmart.
Isaac Y. Conger, Tifton.
Urvie W. Busby, Villa Rica.
* KANSAS
Mildred M. Beach, Elwood.
Mary D. Haring, Latham.
William H. Guthrie, Jr., Leon.
Paul Wayne Kirkpatrick, Marysville.
Charles W. Horak, Munden.
Vera M. Lapsley, Prescott.
Ethel M. Gough, Sharon Bprings.
MISSISSIFPI
Bessie D. Corban, Fayette.
Wyatt W. Curtis, French Camp.
Agnes E. Olivier, Mississippi City.
Albert E. McGee, Wesson.
NEW MEXICO
Margaret ‘G. Mellichampe, Monista.

NORTH CAROLINA
Marlin Grady Bishop, Browns Summit,
Willie E. McGoogan, Lumber Bridge,
Lucy A. Willlamson, Turkey.

OKLAHOMA
Green B. Combs, Owasso.

WISCONSIN
Erwin E, Wiffler, Arcadia.
Edgar H. Betzkorn, Arpin.
Alice A. McHugh, Holmen.
John H. Irish, Laona.

HOUSE OF REPRESENTATIVES

TraURSDAY, APRIL 26, 1945

The House met at 12 o’clock noon, and
was cnlled to order by the Speaker,

Rey. Bernard Braskamp, D. D., pastor
of the Gunton Temple Memorial Pres-
byterian Church, Washington, D. C,,
offered . the following prayer:

O Thou gracious Benefactor, bestow-
ing upon us blessings which cannot be
numbered, we humbly and penitently
confess that we are continually receiv-
ing them with too little gratitude and
treasuring them with too little care.

May we now in all sincerity and sim-
plicity render unto Thee the tribute of
a more heartfelt praise, for Thou art
the light of all that is true, the strength
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of all that is good, and the glory of all
that is beautiful.

Reverently and gratefully we would
remember those who are daily laboring
for the provision of our needs and lay-
ing down their very lives for the preser-
vation of our freedoms. O merciful God,
help us to see that we are guilty of the
most debasing kind of sacrilege if we are
careless and indifferent to their suffering
and sacrifice.

Grant that the spirit of the Christ
may break down all the barriers and
purge away everything that separates
and keeps apart the members of the
family of nations. May that day be
hastened when men everywhere shall
live by that moral and spiritual law
which fulfills itself in the fellowship of
peace and good will.

Hear us in the name of the Prince of
Peace. Amen.

The Journal of the proceedings of yes-
terday was read and approved.
MESSAGE FROM THE SENATE

A message from the Senate, by Mr.
Frazier, its legislative clerk, announced

‘that the Senate had passed without

amendment bills and a joint resolution
of the House of the following titles:

H.R. 689. An act to enable the Department
of State, pursuant to its responsibilities un-
der the Constitution and statutes of the
United States, more effectively to carry out
its prescribed and traditional responsibilities
in the foreign field; to strengthen the For-
elgn Service permitting fullest utilization of
available personnel and facilities of other de-
partments and agencies and coordination of
activities abroad of the United States under
a Foreign Service for the United States uni-
fled under the guidance of the Department of
State;

H.R.1525. An act relating to escapes of
prisoners of war and interned enemy allens;

H.R.1701. An act to amend section 2, Pub-
lic Law 140, Seventy-seventh Congress;

H.R.1719. An act to confirm the claim of
Charles Gaudet; and

H.J.Res. 18. Joint resolution providing for
the celebration in 1945 of the one-hundredth
anniversary of the founding of the United
States Naval Academy, Annapolis, Md.

The message also announced that the
Senate had passed, with amendments in
which the concurrence of the House is
requested, a bill of the House of the fol-
lowing title:

H.R.534. An act to amend the Judicial
Code in respect to the original. jurisdiction of
the district courts of the United States in
certain cases, and for other purposes.

The message also announced that the
Senate had passed bills and a joint res-
olution of the following titles, in which
the concurrence of the House is re-
quested:

5.118. An act authorizing the Becretary
of the Interior to convey certain lands on
the Gila reclamation project, Arizona, to the
University of Arizona;

8.225. An act to authorize the carrying of
Clivil War battle streamers with regimental
colors;

5.421. An act to provide for the promotion
of certain American prisoners of war;

S.496. An act to make it a criminal offense
for certain escaped convicts to travel from
one State to another;

£.4987. An act to amend an act entitled
“An act to provide for the purchase of public
lands for home and other sites,” appreved
June 1, 1938 (52 Stat. 609);
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B.5656. An act to extend the privilege of
retirement to the judges of the District Court
for the District of Alaska, the District Court
of the United States for Puerto Rico, the Dis-
trict Court of the Virgin Islands, and the
United States District Court for the District
of the Manal Zone;

8.612. An act to amend the National De-
fense Act, as amended, so as to eliminate
provisions for retirement of wing command-
ers of the Air Corps;

S5.655. An act amending the act of June
25, 1938 (52 Stat. 1207), authorizing the Sec-
retary of the Interior to pay salary and ex-
penses of the chairman, secretary, and in-
terpreter of the Klamath General Council,
members of the Klamath business committee
and other committees appointed by said
Klamath General Council, and official dele-
gates of the Klamath Tribe, as amended, and
for other purposes;

B.881. An act authorizing the President
of the United States to award posthumously
in the name of Congress a Medal of Honor
to William Mitchell;

5.E889. An act to amend section 47c¢ of the
National Defense Act of June 3, 1916, as
amended, so as to authorize credit to stu-
dents now or hereafter enrolled in the senior
division of the Reserve Officers’ Training
Corps for military training received while
on active duty in the Army, Navy, Marine
Corps, or Coast Guard, or while pursuing a
course of instruction in the Naval Reserve
Officers’ Training Corps; and

5.J. Res. 34. Joint resolution authorizing
the President to issue posthumously to the
late Col. William Mitchell a commission as
a major general, United States Army, and
for other purposes.

The message also announced that the
Senate had passed, with amendments in
which the concurrence of the House is
requested, a bill of the House of the fol-
lowing title:

H.R.2603. An act making appropriations
for the Departments of State, Justice, Com-
merce, the Judiclary, and the Federanl Loan
Agency for the flscal year ending June 30,
1846, and for other purposes.

The message also announced that the
Senate insists upon its amendments to
the foregoing hill, requests a conference
with the House on the disagreeing votes
of the two Houses thereon, and appoints
Mr. McCagrraN, Mr. McKELLAR, Mr. Rus-
SELL, Mr. BANKHEAD, Mr. CONNALLY, Mr,
‘WHiTE, Mr. BurTON, and Mr. Bait to be
the conferees on the part of the Senate.

The message also announced that the
Senate agrees to the report of the com-
mittee of conference on the disagreeing
votes of the two Houses on the amend-
ments of the Senate to the bill (H. R.
1984) entitled “An act making appro-
priations for the Executive Office and
sundry independent executive bureaus,
boards, commissions, and offices for the
fiscal year ending June 30, 1946, and for
other purposes.”

The message also announced that the
Senate agrees to the amendments of the
House to the amendments of the Senate
numbered 60, 64, and 65 to the foregoing
bill.

RADIO ADDRESS OF PRESIDENT TRUMAN
OPENING SAN FRANCISCO SECURITY
CONFERENCE

Mr. McCORMACK. Mr. Speaker, I
ask unanimous consent to address the
House for 1 minute and to include in my
remarks the text of the radio address
made last night by President Truman.
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